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INTERNATIONAL AFFAIRS 


EAST-WEST ECONOMIC RELATIONS SINCE HELSINKI ANALYZED 
Stuttgart OSTEUROPA-WIRTSCHAFT in German Vol 25 No 3, Sep 80 pp 165-198 


{Lead article (names of authors of individual studies given in text): 
"“Frot Helsinki to Madrid: The Development of East-West Economic Relation- 
s'ipe With Regard to the CSCE Basket II Resolutions.” Passages in 
-lantlines printed in italics] 


[Text] Preliminary Remarks and Overview 


in ratifying the Final Act of the Helsinki Conference on Security and 
Cooperation in Europe, the participant states agreed to hold at regular 
intervals successor conferences so as to facilitate an exchange of views 
on the implementation of the resolutions of the Final Act and on the over- 
all development of the process of detente. Against the background of the 
considerable political and economic changes in East-West relations that 
have occurred since 1975, the second successor conference has been sched- 
uled to convene in Madrid. However, in spite of the increasing diffi- 
culties that have arisen in the relations between the Western industrial- 
ized countries and the Soviet Union, efforts are being made--at least in 
the field of economic, scientific, technological and environmental coopera- 
tion, the so-called CSCE Basket Il--not precipitately to abandon the 
principle of “business as usual” or at least to keep the other CEMA states 
out of the political aggravations affecting the trade relations. 


Conversely, the East European states have likewise been signaling their 
continued interest in the maintenance or improvement of economic relations. 
The Soviet Union, too, is wnlikely to wish for a deterioration of the 
economic relations between its CEMA partner states and the West, since in 
such a case it would have to make greater material contributions to the 
solution o° these countries’ politicoeconomic problems. Furthermore, the 
national economies of East Europe could assume the role of an intermediate 
importer, at least for certain Western products and technologies. 


In view of these considerations, a review of the development of the eco- 
nomic relations between the individual CEMA countries and the industrial- 
ized West during the 44 years after the ratification of the CSCE Final Act 
and the attempt to evaluate the developmental possibilities of these 
countries’ trade with the West in the 1980's appear to be of considerable 
interest. 

















Regarding the Soviet Union, the CSSK, Hungary and Romania, the Politics and 
Sctence Foundation (Stiftung Wissenschaft und Politik, Forschungsinstitut 
fuer Internationale Politik und Sicherheit [Science and Politics Founda- 
tlon, Research Institute for International Politics and Security, 8026 
Ebenhausen]) ordered national analyses of this type, the results of which 
are presented in the following in abridged form. In addition to these 
national studies, the Foundation ordered three studies on the possibilities 
of scientific cooperation between the Federal Republic of Germany and the 
Soviet Union, on all-European cooperation in the energy sector and on the 
development of the transportation sector within CEMA. The abridged ver- 
sions of these studies are presented here as well. 


The individual etudies were produced by the following authors: 

Soviet Union: W. Beitel (Stiftung Wissenschaft und Politik) 
Czechoslovakia: F.-L. Altmann/J. Slama (Osteuropa-Institut Muenchen 
[|Imstitute for the Study of Eastern Europe, Munich }) 

Hungary: A. Inotai (Institute for World Economics, Budapest) 

Romania: N. Danos (Stiftung Wissenschaft und Politik) 

Scientific cooperation: J. Noetzold (Stiftung Wissenschaft und Politik) 
Cooperation in the energy sector: F. Mueller (Stiftung Wissenschaft und 
Politik) 

Transportation: W. Gumpel (University of Munich) 


Economic Relations Between the Soviet Union and the Western Industrialized 
Countries and Possibilities Regarding Future Cooperation 


The Soviet Union's military intervention in Afghanistan and the reaction of 
the United States endanger the results of East-West economic relations in 
Europe. These events also reactivated the question concerning the inter- 
relationship between Eastern trade and Ostpolitik. Even in the past, East- 
West trade had been affected by the changes in the political climate 
between East and West; these impulses have had both an intensifying and 

a limiting effect. At present, the West is compelled to reexamine the 
basic positions of the policy of detente hitherto pursued and to ask itseli 
whether this policy was possibly based on an illusory percepticn of Soviet 
objectives. For example, in regard to their view of the policy of detente, 
certain political groups in the West possibly cherished the illusion that 
the Soviet Union had abandoned the idea of a global enforcement of their 
model of supremacy. Consequently, the West is called upon to reformulate 
the rational foundations of this policy and thus to make it acceptable 
again to a broad range of the political spectrum. 


The present study attempts to record the results attained in the past 
decade in the relations between East and West and also to point out the 
aspects that make a continuation of the normalization process between East 
and West appear desirable in the 1980's as well; the study ascribes to the 
economic relations--a field characterized by obviously identical interests-—- 
a function providing impulses and conducive to the continuation of the 
process of detente. 

















In the 1980's as much as in the preceding decade, tne economic relations 
between the Soviet Union and the Western industrialized countries will 
depend on the partners’ readiness to contribute to the solution of the 
acute political problems concerning East-West relations. The CSCE suc- 
cessor conference--scheduled to convene in Madrid in November 1980--of fers 
them the opportunity to do so. Thus this conference can be said to be as 
important for the future economic relations between East and West as was 
the Helsinki CSCE for the economic relations of the 1970's. 


During the 1970's, the Soviet Union rapidly expanded its trade with the 
West. However, the growth rates were not evenly distributed over this 
period: In the first 3 years, the annual commodity turnover stagnated 
at the R 5-6 billion level; subsequently, up to 1976, it developed at an 
unprecedented rate, showing a 3-rold increase. In 1976, there began a 
phase of consolidation--with an annual Western trade turnover of approxi- 
mately R 19 billion--which was superseded only last year by another turn- 
over increase. 


Due to the rapid expansion of the trade with the West, the Western indus- 
trialized countries increased their shares of Soviet foreign trade. These 
shares increased from 25 percent in 1970 to a maximum of 38 percent in 
1976, subsequently dropping back to 29 percent (1979). All told, during 
the 1970's the regional structure of Soviet foreign trade underwent changes 
favoring the West. in the course of this process of regrouping, the 
Federal Republic of Germany was able to increase its share of Soviet 
foreign trade. And conversely, the Soviet Union succeeded in the 1970's 
in doubling its share of the foreign trade of the Federal Republic of 
Germany. 


The intensification of the Soviet Union's trade with the West during the 
period under discussion came about on account of the /difference in the 
dynamics of Soviet Western imports and exports/. While the first half of 
the 1970's was characterized by an increase in imports frow the West, in 
the second half the Soviet Union was able to expand its exports to the 
West. Last year (1979), for example, the Soviet Union for the first time 
showed a trade balance surplus in its exchange of goods with the FRG. 


Occasionally, the Soviet Union has been expanding its imports from the West 
far beyond the financing limits set by Western exports and has to this end 
taken up /loans/ in the Western credit markets. However, the increased 
borrowing by the Soviet Union should not be viewed as a sign of decreasing 
export capacities. The oil price rise of 1973--along with the nearly risk- 
less projection of future price hikes--created the preconditions for grow- 
ing export proceeds; consequently, the borrowing did not involve any 
unacceptable impairment of the Soviet Union's independence in the realm of 
foreign trade. 


The borrowing was furthered by the Soviet Union's increased willingness to 
expand the export sector through extensive capital goods imports so as to 











be able more comprehensively to utilize the international division of labor 
for ite own growth policy. Finally, the changes in the political atmoe- 
phere between East and West created additional impulses for the credit 
financing of the technology transfer to the Soviet Union. 


As regards the /extent of the indebtedness/, the only data available are 
the estimates of Western credit banks. According to these estimates, 
during the 1970's the Soviet gross hard-currency indebtedness increased 
from approximately U.S. $2 billion (at the end of 1970) to approximately 
$16 billion (at the end of 1979). The greatest increase occurred during 
the period from 1975 to 1977. The determining factor in regard to an 
evaluation of the foreign t-ade borrowirg is the net indebtedness, the 
difference between the claims of Western creditors vis-a-vis the Soviet 
Union and the claims of the Soviet Union vis-a-vis foreign institutions. 
According to U.S. estiwates regarding the gold and arms sales and the 
returns from services (e.g. marine and rail transport), there was a rela- 
tively minor net indebtedness of approximately U.S. $4 billion (end of 
1978). 


As regards the development of Soviet borrowing during the 1970's, the 
striking aspect is the consolidation that has been achieved since 1977: 

A few yeare after an enormous foreign debt increase, the Soviet Union has 
stabilized its imports at the level attained and has at the same time been 
able to ‘crease its hard-currency export proceeds. 


Om account of the intensified efforts that have been made in the last few 
years so as to reduce the imbalance in the trade with the Western indus- 
trialized countries, the German-Soviet trade has been stagnating and German 
exports actually have shown a slight decline. However, due to the consoli- 
dation of the trade balance that was achieved by the end of the 1970's, 
there is the possibility that imports from the West may rapidly expand on 
the basis of new loans, without the Soviet Union having to abandon its goal 
of foreign-economic independence. Nevertheless, the question is whether 
the expansion of Western trade will be assured even if the West is not 
prepared to grant credit. 


At the beginning of the 1970's, the Soviet Union's trade with the West was 
restricted by unfavorable /terms of trade/ for the Soviet export supply of 
raw and basic materials. Likewise, the reformist attempts within the 
Soviet national economy that were intended to intensify the orientation 
toward exports did not bring about any short-term improvement of the situa- 
tion regarding export proceeds. It was only the sharp increase in the 
price of the most important Soviet export product, petroleum, that proved 
to be the turning point. The increase in the price of oil and subsequently, 
in the prices of other energy sources as well was considered irreversible 
in the Soviet Union. Thus, in the mid-1970's, the Soviet Union could 
justly expect a steady increase in export proceeds, even though the goal 

of gradually changing the export commodity structure by increasing the 
share of “intelligent" goods could be implemented only slowly. Consequently, 


for the exploitation of energy deposits in Siberia, the Soviet Union 
increasingly drew on Western capital and know-how so as to speed up the 
start-up of new capacities, eapecially since the specific risks of capital 
import in the raw and basic materials sector could be reduced through long- 
term delivery contracts. However, the development of the /petroleum export 
volume/ has given rise to the question whether the capital invested will be 
suffictent--in view of the country's own needs and the requirements of the 
CEMA trade partners who are dependent on oil imports--to make available 
sufficient quantities for exports to the West, in order to be able to 
finance increased imports from the West in the 1980's. 


The overall decline in ofl exports notwithstanding, the Soviet Union has 
been obtaining annually increasing hard-currency returns. Since the Soviet 
Union can justly «xpect the prise rise to continue, this trend can in the 
medium term be maintained with the present export volume of approximately 
90 million tons of ofl. Should the Soviet Union during this period be able 
to follow the example of the Western industrialized nations and to sever 
the Link between economic growth and oil consumption, its part!cipation in 
the international division of labor would be conceivable even on the basis 
of oil exports. 


On the other hand, a U.S. prognosis concerning Soviet oil production and 
the resultant export possibilities and import requirements is based on the 
assumption that it will be impossible--at least in the medium term--to make 
economic growth independent of oil consumption and that the Soviet Union 
does not have at its disposal sufficient oil substitutes. Thus, with 
demand increasing as a result of economic growth, the fact that oil produc- 
tion will be stagnating until 1985 is bound to make the Soviet Union-as 
early as the first half of the 1980's--a net oil importer. At present, it 
is difficult to tell whether the actual development will follow this fore- 
cast; in view of the Soviet Union's increasing awareness of the problem, it 
is likely to be less dramatic. 


In the past decade, the Soviet Union and the Western industrialized coun- 
tries developed new forms of international cooperation; in this respect, 
emphasis was placed--with a view to the trade volume thus attained--on 
long-term and comprehensive /compensation agreements/ modeled after the 
pipe-natural gas agreements, i.e. “compensation agreements of the Soviet 
type." These agreements represent an order volume of approximately U.S. 
$8 billion and will by the mid-1980's win the Soviet Union U.S. $4 billion 
worth of foreign currency per year, thus providing a certain compensation 
for the potential decline in oil export proceeds. For the current year 
(1980), the compensation commodity share of Soviet exports to the West is 
assumed to be as high as 35 percent. 


The Soviet Union regards these agreements as an especially suitable form of 
international cooperation, since they permit--among other things--the 
credit financing of projects of national-economic dimensions and at the 
same time guarantee future export profits, thus from the outset insuring 











repayment of the loans. The Western partner is primarily interested in the 
Soviet market for capital goods. Aside from the fact that these features 
offer certain advantages in regard to employment policy, the scope and the 
long-term nature of the agreements are problematic, since they impede 
adjustment to the rapid changes in the basic conditions on Western markets 
and since the agreements thus occasionally overtax the absorptive capacity 
of these markets. In the Western view, the applicability of these agree- 
ments is therefore restricted to fields such as the energy supply sector-- 
fields characterized by continuing, long-term demand. The agreements are 
problematic also from the point of view of structural policy, since they 
are one-sidedly oriented toward big industry aad require state support, 
e.g. in regard to credit insurance. 


So far, the Soviet Union has not agreed to foreign /direct investments/, a 
proven instrument of the international technology transfer. On the other 
hand, the /cooperation/ between foreign and Soviet industrial enterprises 
represents an organizational form that does not rum counter to the basic 
principles underlying the Soviet economic system. The implementation of 
concrete projects has so far been thwarted by the differences in production 
standards and by the risks resulting from nonobservance of delivery dates. 


In the past, it was always safe to assume that the limitations of Soviet 
trade with the West resulted above all from the limited capacities of the 
Soviet export sector; at present, however, there is the danger that a stag- 
nation of this trade may be brought about by the politically motivated eco- 
nomic sanctions of the Western industrialized countries. Thus the future 
economic cooperation between East and West depends on the success of the 
efforts toward solidarity, which would make obligatory for the Western 
industrialized countries the United States’ /embargo policy/ vis-a-vis the 
Soviet Union. 


The United States justifies the necessity to regulate the transfer of 
technology to the Soviet Union by point‘ng out that the export of goods of 
military applicability could boost Soviet armaments and that the technology 
transfer could improve the Soviet Union's economic capacity in general and 
thus indirectly support the country's war industry. According to this 
argumentation, the embargo policy serves security-related objectives. 
Likewise, the present wheat embargo is intended to demonstrate to the 
Soviet Union that the military intervention in Afghanistan will not be 
accepted. In this regard, it serves a political purpose as well. 


The /differences of opinion/ among the Western industrialized countries 
concern the definition of goods of strategic applicability. While the 
United States holds that this category includes all goods that are apt to 
increase the Soviet Union's economic potential, the West European countries 
are inclined to subject to an embargo only goods distinguished by immediate 
military applicability. Even if the countries could agree on the desira- 
bility of categorically withholding certain goods from the Soviet Union as 
a potential military enemy, there remain differences of opinion concerning 








the /practicability/ of a comprehensive export ban. To some extent, the 
disagreement between the United States and the Western industrialized coun- 
tries is attributable to the differences in regard to trade interests vis- 
a-vis the Soviet Union. In the case of the United States, the interest is 
no more than marginal, thus allowing stricter export controls. The West 
European countries and Japan, on the other hand, are much more dependent on 
exports of capital goods and thus do not want to dispense with the poten- 
tially Large Soviet market. 


Even though an agreement of the Western industrialized countries on the 
basis of the United States’ embargo policy is unlikely, some /potential 
consequences concerning East-West relations/ should be mentioned here. 

Such an agreement would result in economic losses for the West in regard 

to exports of industrial goods and--in the event of a Soviet countermove-- 
in regard to imports of raw materials and energy sources as well. However, 
the economic losses would be unequally distributed among the United States 
and its partners. A consistent embargo policy would intensify the Soviet 
Union's present efforts toward self-sufficiency and direct the Soviet Unfon 
toward the "socialist world market", i.e. it would effect a reorienta’ ion 
of the trade flow, directing it to the CEMA countries. As a result of such 
an acceleration of CEMA integration, the CEMA's latitude in the field of 
foreign trade would be further reduced. 








In participating in the international division of labor, the Soviet 'inion 
hopes to derive benefits in regard to time savings and cost reduction in 
the process of industrialization. The trade relations with the Western 
industrialized countries are of special importance, since the technology 
tvansfer from these countries can be expected to provide the most effective 
impulses for productivity improvements in the Soviet economy. 


Technological progress must be promoted above all through reform measures 
in the country's own economic apparatus. The Soviet leadership has so far 
refrained from radical reform measures; consequently, the technology trans- 
fer from the West can be said to be economically significant as well. 
Nevertheless, foreign trade will remain just one among several instruments 
for improving the Soviet Union's economic capacity. 


At present, tie Soviet Union--like the other industrialized states--is con- 
fronted with a scarcity trend in regard to the production factors. The 
current problems in agriculture and in the energy sector are aggravating 
the problem concerning allocation of the investment funds, which are no 
longer expanding rapidly. In the 1980's, the Soviet Union will no longer 
be able to step up employment in the country's key industrial production 
regions. Thus the country will reach the limits of the traditional growth 
policy of annually increasing production factor utilization. Aside from 
the growing need for a more efficient organization of the economic appa- 
ratus, there will be an increased need in the 1980's to import labor- and 
material-saving technologies from the Western industrialized countries. 





During the 1970's, the development of East-West trade paralleled the 
normalization of political relations between East and West. in retrospect, 
one can discern periods, in which po’itical as weli es economic factors 
were predominant and which thus document the /general interdependence of 
politics and economics/. The normalization of East-West relations began 
as a result of economic contacts in Europe, The United States joined in 
this process after some delay and tried to further the process of political 
normalization through intensified economic contacts. The present deterio- 
retion of the political climate in turn affects the economic relations and 
possibly restricts the possibilities concerning a future intensification of 
trade in the 1980's. 


The Soviet Union, too, recognizes the inteidependence of economic and 
politica’ relations. Thus the economic objectives concerning modernization 
of the Soviet national economy have provided impulses in regard to an 
‘improvement of the political relations with the West. And conversely, it 
has been pointed out that political factors determi the direction and 
intensity of the trade relations. Thus, in the 1970's political detente 
laid the foundations for the rapid development of economic relations with 
the West. 


On account of the interdependence of economic and political relations, 
there is a chance that a’ong with the intensification of the economic rela- 
tions with the Soviet Union it may also be possible to consolidate peace in 
Europe. But this interrelationsnip is not so narrow as to allow a one- 
sided enforcement of political objectives by economic means. If the 
various operational levels of international politics were given a maximum 
degree of mutual independence, the regional normalization that has been 
attained between East and West, e.g. in Europe, could be maintained and 
consolidated. The indivisibility of the policy of detente remains an 
international objective yet to be attained. 


The Foreign Trade Relations of the CSSR With <« View to East-West Cooperation 


The present study presents the economic determinants of the CSSR's economic 
relations with the West in the 1970's and 1980's and evaluates them from 
the point of view of the Helsinki resolutions concerning the trade rela- 
tions between East and West. The results of the study can be summarized as 
follows: 


The military invasion by the Soviet Union in August 1968 interrupted a 
development in the CSSR that politically and economically could have made 
the country a vauguard of the policy of detente and of East-West relations. 
The subsequent so called normalization policy greatly restricted Czecho- 
slovek initiatives regarding expansion of the relations with the West. 
Official CSSR statements on the Final Act and on the problems concerning 
Basket II are in accord with the collective resolutions of the Warsaw Pact 


states. 














During the second half of the 1970's, the CSSR's economy went through a 
phase of /steadily slowing growth/. The manpower utilization and invest- 
ment growth rates deciined, as did the rise in productivity. The increase 
in total factor productivity amounted to barely 50 percent of the level 
attained during the first half of the 1970's. Moreover, since 1975 the 
growth of the national income produced has clearly been exceeding the 
growth of the national income used--a phenomenon directly related to the 
deterioration of the CSSR's foreign trade position: Since the import price 
rise is more rapid than the increase in export prices, it is necessary 
steadily to expand exports so as to cover the cost of imports. In the iasct 
few vears, it was only through extending its foreign debt that the CSSR has 
been able to prevent stagnation of consumption and investment. 


During the second haif of the 1970's, the CSSR's /foreign trade/ was 
clearly marked by the above-mentioned deterioration of the "terms of 
traie." Although the price increases included finished goods as well, 

the much more rapid rise in the prices of raw materials and fuel led to 
increasingly unfavorable trade balances, what with the CSSR's given depend- 
ence on imports in this sector. 


In this regard, the most striking aspect is the fact that the “terms of 
trade" deteriorated not only vis-a-vis the hard-currency countries (Western 
industrialized countries and developing countries), but also vis-a-vis the 
CEMA countries--the principal suppliers of raw materials and fuel. In 
order to be able to pay for the increasingly expensive raw materials, the 
CSSR had to expand the machinery exports, its main source of income, and it 
had to expand these exports more rapidly than was justified in light of the 
real increase in raw material imports. The country's own production could 
not meet these growing demands to the extent desired; thus the export and 
domestic investment sectors were faced with a shortage of products of the 
machine building industry. 


Consequently, the CSSR has been compelled--especially in its trade with the 
Western industrialized countries--to resort to exports of raw materials and 
consumer goods so as to be able to meet its liabilities. This situation 
has given rise to difficulties in regard to domestic supplies. At the same 
time, the CSSR has pointed out that as a result of the uncertain conditions 
in the Western markets the country is frced with increasing protectionism 
and complex import licensing procedures, especially in regard to its tradi- 
tional export groups, and that its efforts toward expansion of trade with 
the West are thus severely restricted. 


Aside from the expansion of the general trade relations, the Final Act of 
the Helsinki Conference made reference above all to the /more intensive 
forms of economic cooperation/. The pertinent basic conditions concerning 
the institutional and legal aspects are laid down in inter-state agreements 
on economic cooperation. At the time the Final Act of the Helsinki Con- 
ference was ratified, there were 10 such skeleton agreements between the 
CSSR and the Western participant states; among the CEMA countries, the CSSR 











thus was in last place, Since that time, only two new inter-state agree- 
mente have been concluded (with the Netherlands and Spain); two agreements 
on economic cooperation already ia force (with Belgium/Luxembourg and with 
France) have been revised and expanded. 


At the beginning of the 1970's, a new law (1972) on economic /cooperation/ 
with foreign countries had resulted in the termination of 20 cooperative 
agreements between Czechoslovak enterprises and Western firms, Thus, at 
the tim of the Helsinki Conference, only the GOR had fewer cooperative 
agreements on the company level than the CSSR. Shipments of goods carried 
out on the basis of cooperative agreements accounted for just 1 percent of 
the CSSR's total exports to the Weet. Although the stricter licensing 
procedure stipulated by the 1972 law was eased in October 1975 and although 
new material incentive measures were adopted for the cooperating Czecho- 
slovak enterprises, even now there are no more than 40 cooperative ties, 
which in 1979 accounted for just 1.6 percent of the CSSR's exports to the 
Wes... Four Weat German companies account for nearly 50 percent of the 
total monetary value of the CSSR's cooperative transactions with nonsocial- 
iat countries. in all, FRO firme account for nearly four-fifths of the 
turnover resulting from the CSSR's cooperative agreements vith the West. 
Another indication of the CSSR's low regard for cooperative relations with 
Western countries ie the fact that only one compensation agreement (with an 
Auetrian firm) has been concluded. 


Foreign capital is barred from /acquiring shares/ in CSSR enterprises. 
Conversely, a government decree passed in 1973 allows CSSR enterprises to 
acquire shares in foreign firm. So far, however, participation in produc- 
tion enterprises has been limited to developing countries. Likewise, ‘n 
regard to participation in commercial firms or the establishment of mixed 
companies, the CSSR has shown iteelf to be much move reserved than the 
other CEMA countries. In the years afte. the Helsinki Conference, there 
have only been two cases of cooperative ventures in third countries involv- 
ing a Crechoslovak and a Western enterprise; in both of these cases, the 
Western partner has been an FRO firm. 


The /slowing of economic growth/ in the CSSR is likely to persist in the 
1980's. The manpower shortage will not be alleviated. in view of the 
large investment. required ir the 1980's in the energy and infrastructure 
sectors, compensation b, increased capital investment will not be feasible. 
With world market prices of raw materials and fuel steadily rising, the 
relative scarcity of raw materiale will not only greatly affect the CSSR's 
balance of payments, but also block growth insofar as cutbacks in energy 
and raw materiale consumption become imperative. In the next few years, a 
large part of the invest@ent volume will be needed for the accelerated 
expansion of the nuclear power plants. But it is not only domestic factors 
that account for the strong concentration on the development of nuclear 
power technology. Next to the USSR, the CSSR will be the biggest producer 
of nuclear power equipment in the 1980's and by 1990, the country is to 
supply approximaely 50 percent of the nuclear power plants to be 
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established in the CEMA countries outside the Soviet Union. Thies will 
inevitably restrict expansion of CSSR intustry in other sectors. 


in view of the CSSR's unfavorable foreign trade position and the general 
slowing of economic growth in the CEMA countries and in the Western indus- 
trialized countries, a /marked decline in the growth rate of CSSR foreign 
trade/ ia to be expected in the 1980's, The CSSR will continue ite efforts 
to reduce ite trade balance deficit vis-a-vis the West by imposing import 
restrictions, since its possibilities regarding expansion of Western 
exports are extremely limited. 


Likewise, as regards the relations with the CEMA countries, above all with 
the Soviet Union, the CSSK ie likely to try to reduce ite liabilities. On 
the other hand, the CSSR must try to maximize ite imports from the CEMA 
area, since in accordance with the sliding-price clause the country still 
enjoys here certain price advantages. Under these conditions, an increased 
economic and political dependence on the Soviet Union will probably be 
unavoidable, since the CSSR obtains most of ite raw material and fuel 
supplies from the Soviet Union; moreover, the 10-year economic agreement 
that wae recently concluded by the two countries provides for still closer 
cooperation in certain key industries. 





In connection with the /Madrid successor conference/, the following factors 
appear to be significant in regard to the CSSR: On account of the above- 
mentioned developments, the CSSR does not have much latitude in regard to 
expansion of its trade relations with the West. Special activities in 
regard to the implementation of Basket Il provisions are not and never vere 
very likely. In comparison with the other CEMA countries, the CSSR has so 
far shown the least willingness to promote cooperation on the company level 
or to establish “joint ventures.” Likewise, the changes in the economic 
control system that are to be made in 1981 are not indicative of any marked 
expansion of the enterprises’ freedom of action, especially not in regard 
to the trade with the West. 


The administrative inflexibility impedes even simple contra transactions, 
insofar as performance and counterperformance fall under the jurisdiction 
of different foreign trade organizations. Moreover, the regulations con- 
cerning establishment of permanent manufacturer's agencies are restrictive. 
The existing channels for establishing contacts on the intermediate admin- 
istrative and company levels are likewise insufficient. The obligatory 
interposition of a frequently wminterested foreign trade organization 
impedes establishment of more intensive economic relations. The distrust 
toward simple market research has had an extremly inhibitory effect. 
Marketing in a broader sense is relatively underdeveloped in the CSSR. In 
the years since the Helsinki Conference, no progress has been made in regard 
to contacts with CSSR economic research institutes wd individual econom 
ists. This impedes any objective evaluation and exchange of views. 
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The Foreign Trade Relations of the People's Republic of Hungary With a 
View to East-Weet Relations 


In the growth process of the Hungarian economy, the foreign trade relations 
play an increasingly important role, in the last 10 years, the GNP increase 
(1 percent) wae accompanied by a 1.75<percent increase in exporte and a 
2.5-percent rise in imports. While the economic relations with the OECD 
countries were extended, the CEMA countries will remain Hungary's principal 
trading partners. For the CEMA integration and the economic relations with 
the Western industrialized countries are interdependent elements of 
Hungary's foreign trade policy. 


The divergent development of Hungary's imports and exporte resulted in a 
/trade balance deficit/ that up to 1978 showed a rising /merchandise 
traffic deficit/. The foreign trade with the OECD countries accounted for 
75 percent of the total foreign trade deficit. Whereas between 1970 and 
1978 the OECD countries’ share of Hungary's exports increased only by 3.2 
percent (from 27.2 to 3.4 percent), the OECD share of total imports rose 
by 12.5 percent (from 27.1 to 399.6 percent). This development was due 
above all to the increase in the import volume, not to changes in the 
“terms of trade.” 


Ae regards imports from the socia)‘st countries, on the other hand, the 
price increases accounted for over one-third of the appreciation and the 
increase in imports from developing countries is entirely attributable to 
price hikes. Here the trade deficit is reduced, since the volume of 
exports to the CEMA states and to the developing countries was expanded 
considerably. 


Ae ie the case in the other CEMA states, machines and equipment constitute 
only a emall share of Hungary's exports to the OECD countries. This is due 
to the fact that in the past Hungary's developmental policy vas not primar- 
ily concerned with the establishment of production facilities for commodi- 
ties that could have been sold in the OECD market. To be sure, the 
modernization of Hungary's commodity assortment during the 1970's resulted 
in changes: The export share of industrial consumer goods increased con- 
siderably and since 1973, exports of machines and equipment have likewise 
been slowly expanding. 


As regards the trade relations between the People's Republic of Hungary and 
the OECD countries, the /Pederal Republic of Germany/ plays an increasingly 
important role. The FRG has for some time been the second most important 
supplier of the Hungarian economy and in 1978 it was the second largest 
buyer of Hungarian products. For a number of years, imports from the FRG 
have accounted for approximately 40 percent of Hungary's machinery imports 
from the OECD area. The FRG on its part receives over 30 percent of 
Hungary's exports of industrial finished goods and machines to the OECD 
area. 
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For many years, the bilateral exchange of goods has Veen marked by a con- 
siderable Hungarian deficit. The PRG accounts for one-third to tworfifthe 
of the Hungarian foreign trade deficit in the OBCD trade and for approxi- 
mately WO percent of Hungary's total foreign trade deficit. 


The /ahare of finished goods/ of Hungary's exporte to the FRG has been 
increasing steadily and presently constitutes 50 percent of total exports; 
however, the finished goods exports comprise a great many articles that are 
produced by the so-called structurally weak branches in the FRC as well and 
that therefore are subject to import quotas and customs duties. Conse- 
quently, maintenance of this export structure would introduce an element 

of instability into the trade relations. There has still been no increase 
in the share of those Hungarian commodity exports to the Federal Republic 
that on the one hand are in great demand in the FRG and that on the other 
hand could benefit from the competitive advantages of the Hungarian economy. 
However, this qualification notwithstanding, finished goods constitute a 
larger share of Hungary's exports to the FRG, ae compared to the exports to 
the FRG from the other CEMA states. 





This indicates that the export-oriented policy adopted by the People's 
Republic of Hungary is producing results and that the /cooperation/ between 
Hungarian and West German enterprises has served to modernize Hungary's 
export structure and to increase the coumtry's export volume. However, 
both the cooperation on the company level and Hungary's purchases of 
Western licenses have led to a situation, where the goods produced on this 
basis are sold primarily in Hungary or in the other CEMA states rather than 
in Western markets. This is attributable to restrictive practices of the 
Western enterprises (no cooperation or licensing in regard to products in 
the introductory or growth phase, prohibition of sales in Western markets) 
and to the CEMA markets’ greater absorptive capacity for goods that in the 
Western industrialized coumtries have for some time been part of the 
atandard assortment. 


During the 1970's, the intensification of the trade relations with the OECD 
coutries also led to the /establishment of Hungarian enterprises (or enter- 
prises involving Hungarian participation) in the West/. These enterprises 
are primarily concerned with the marketing of Hungarian products in ‘ .stern 
countries. In the last few years, a number of production enterprises have 
been established as well; however, their activities have not progressed 
past the initial stages. Like the cooperation agreements, the Hungarian 
business ventures are concentrated on Austria and on the Federal Republic 

of Germany. 


According to the legal regulations that were passed in the fall of 1972 and 
significantly modified in 1977, /direct investment of foreign capital in 
Hungary/ is permissible. So far, however, only three joint enterprises 
have been established; this seems to indicate that this form of cooperation 
has not yet progressed past the experimental stage. However, it appears 
that in the 1980's the conditions will be more favorable in regard to the 
activity of joint ventures in the People's Republic of Hungary. 
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There are also a few examples of /cooperation on third markets/--espectally 
of joint ventures in developing countries. On account of the good resulte 
achieved so far in the bilateral cooperation between Hungarian and OECD 
firm, conditions are favorable in regard to the expansion of trilateral 
cooperation, Among the positive factors to be mentioned in this respect 
are Hungary's research, planning and development capacities, certain 
accounting-related factors, and political reasons. 


Geverally speaking, it is safe to say that the form of economic relations 
that go beyond foreign trade proper have initiated a closer and more pro- 
tracted cooperation that could help stabilize the economic cooperation even 
in politically or economically difficult periods. 


In the /second half of the 1970's/, the People's Republic of Hungary found 
itself in an unfavorable situation in regard to foreign trade. The deteri- 
oration of the “ter « of trade” and the decline in exports aggravated the 
foreign trade imbalance. Consequently, the problems pertaining to foreign 
trade are .ikely to remain for some time a key factor in Hungary's economic 
policy. Reduction of the foreign trade imbalance is the primary objective; 
this goal is to be attained through the /strategy of forced exports/ that 
was formulated in 1977 and that has since been gradually implemented. For 
Hungary, this means on the one hand abandonment of a growth-oriented eco- 
nomic policy and on the other hand changes in the production structure with 
increased emphasis on competitive adv: otages. 


In order to enforce these changes in the production structure, Hungary 
intends to discontinue the protective measures shielding its enterprises 
from world market influences. To this end, the country has developec an 
economic-political control system, the key element of which is the /gradual 
adaptation to world market prices/ in those economic sectors that are 
involved in the international division of labor. This arrangement affects 
approximately 35 percent of the total production of the People's Republic 
of Hungary. Enterprises that export to convertible currency areas are 
granted tax relief or adaptation subsidies. The /right of direct exports/ 
is increasingly granted to production enterprises. Within the framework of 
so-called inter-sectoral development firms, the foreign trade enterprises 
are to adopt export-promoting measures. 


Increased Hungarian exports to the OECD countries can be expected in the 
following sectore, in which competitive advantages can be brought into 
play: agriculture and related food industry branches, aluminum production, 
electric machine building, electrical engineering, instrument building, the 
pharmaceutical industry, refined chemicals, and some branches of the 
machine beilding industry. However, in order to insure the success of an 
export policy oriented toward exploitation of competitive advantages, it 
will be necessary further to develop the economic control system and 
further to extend more intensive forms of cooperation with Western 
enterprises. 
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Aside from the above-mentioned production sectors, there are /other possi- 
bilities regarding the development of economic relations between Hungary 
and the Weet/: 


~-Hungary's geographic location offers possibilities of overcoming infra- 
etructure-related problems in connection with the expansion of trade 
between West Europe and the Near East and between Western countries and 
the East. The participation of a number of OECD countries in highway 
conetruction and railroad modernization in Humgary could contribute to a 
emooth handling of the increased merchandise volume. 


--In the ecience and research sectors, Hungary has at its disposal a con- 
siderable pool of personnel that can be used at lower wages, as compared 
to the OECD area. 


~~Likewise, the Hungarian tourist industry offers wage-related (but also 
natural) advantages that could be exploited through joint expansion of 
the touriem-related facilities (not least tourism for medical purposes). 


--As regards trilateral cooperation in “threshold countries", Hungary can 
draw on its development- and system-related experience (instruction, 
specialized training, health services, etc.). 


To what extent it will be possible to utilize such potential assets for 
economic cooperation depends on a n-mber of factors. In this connection, 
one should point out the following: 


--The export-oriented developmental strategy of the People's Republic of 
Hungary hae been brought into play at a moment, whe. the world economy 
has become less stable--a situation likely to continue for some time. 
The /world-economic uncertainties/ impede the transition from the tradi- 
tional import-substituting developmental policy to a real--mental as well 
as practical--emphasis on exports. To be sure, the greatest danger to 
the Hungarian economy lies in a rigidification of the present production 
structure and the resultant weakening of the export potential, not in a 
higher oc lower degree of self-sufficiency in regard to raw and basic 
materials. Nevertheless, one cannot rule out the possibility of frequent 
plan changes that could counteract a long-term economic strategy. For 
example, even though the expansion of exports to countries with convert- 
ible currency has since 1975 been given priority, the most important 
investments made since then have not been oriented toward that objective. 


--In order not to increase the trade balance deficit, /imports from con- 
vertible currency regions/ are not to be expanded. The 1980 plan even 
stipulates that the Hungarian machinery imports from these countries be 
reduced by 15 percent--despite the fact that the modernization and 
reorganization of production with a view to exploitation of competitive 
advantages would necessitate increased imports from the OECD countries. 
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Under these circumstances, stabilization of the economic relations between 
the People's Republic of Hungary and these countries depends to a great 
extent on developments in the OECD countries. The slow-down in the OECD 
countries’ economic growth, the uncertainties in regard to the structural 
changes in West Europe's industry, and the protection of structurally weak 
branches impede the desired reduction of the foreign trade imbalance 
through an export-oriented foreign trade policy. 


The following measures would serve to support Hungary's foreign trade 
policy: 


--The preferential agreements of the EC restrict Hungary's exports to the 
EC. A skeleton agreement between the EC and CEMA probably could partly 
eliminate this drawback. 


--In regard to the cooperation on the company level, the Western partners 
should adopt a less restrictive position in regard to markets and the 
transfer of technology. 


--The credit-granting policy should honor Hungary's export-oriented eco- 
nomic policy, i.e. it should make allowance for the fact that this policy 
creates the preconditions for repayment of the loans. 


lmplementation of these measures could boost mutual trust and stimulate the 
economic relations. Closer economic relations could make these relations 
less vulnerable to sudden policy changes; otherwise, political changes 
would freeze even those processes that are largely governed by their 
inherent economic laws. 


The Foreign Trade Relations of the Socialist Republic of Romania, in 
Particular With the Federal Republic of Germany, With a View to East-West 
Coope ration 


For the Socta public of Romania, the economic relations with the 
Federal Rep: Germany are of special importance. This is evident 
from the ver: that the FRG is Romania's second most important foreign 
trade partner. ut how great is the FRG's interest in economic relations 


with Romania? If the yardstick is Romania's share of the FRG's total 
foreign trade turnover, it must be considered small. But if one views the 
relations with Romania within the framework of all-European cooperation, 
this interest assumes another dimension. Romania has always been a van- 
guard of sorts in regard to the development of relations between the 
Federal Republic and the other CEMA countries. This goes above all for 
the establishment of diplomatic relations in 1967, but also for the 
establishment of a mixed government commission for economic cooperation and 
for the inclusion of West Berlin's research potential in an agreement on 
scientific and technological cooperation. Romania wants to balance its 
foreign trade relations with the most important regional groups, the CEMA 
countries, the Western industrialized countries and the developing 
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countries. This objective aleo reflects the desire for insuring 4 maximum 
degree of political independence. Viewed from thie angle, the development 
of the policy of detente is of extraordinary importance to Romania, since 
the Romanians feel that equilibrium between the superpowers reduces hegem- 
ony-related pressure on small and medium-size countries. 


As regards its /domestic economy/, Romania continues to adhere to /dispro- 
portionate/ growth and central economic control, and this has impeded 
implementation of some economic reform measures. Nevertheless, in pur- 
suing this economic poiicy, the country has been able to maintain a high 
rate of economic growth that by far exceeds the growth rate of the other 
CEMA countries. However, the plan targets have not been met, which is due 
above all to the changes in the international energy markets. In order to 
protect itself from these influences, the country has drawn up an energy 
program that is to insure self-sufficiency in the energy sector by 1990. 


A great deal of attention is directed to the /foreign trade relations/. In 
spite of the occasional import restrictions intended to improve the nega- 
tive foreign trade balance, the foreign trade turnover has been increasing 
continuously. In terms of regional emphasis, the socialist states account 
for approximately 50 percent of the country's foreign trade, while the 
developed free-market economies and the developing countries account for 
approximately 25 percent each. Although Romania wants to avoid economic 
dependency on the other CEMA countries, these countries are granted--on 
account of a number of advantages ranging from favorable geographic loca- 
tion to the possibility of saving convertible foreign currency-—a 40- 
percent share of Romania's foreign trade turnover. It is noteworthy that 
in the trade with the CEMA countries the volume of products reeulting from 
the cooperation between Romanian and Western firms has been increasing 
considerably. 


The /orientation toward the developed free-market economies/ is reflected 
in a number of moves: the accession to the GATT Agreement and to the 
International Monetary Fund and the drawing closer to the European Commu- 
nity. In 1972, Romania--the first East European country prepared to 
recognize the EC--applied for preferential rates of duty, which were 
granted because Romania's developmental level was comparable to that of 
other developing countries. Romania also accepted the EC offer concerning 
conclusion of separate trade agreements with CEMA countries. In the spring 
of 1980, there was concluded a comprehensive agreement concerning trade and 
cooperation, including the establishment of a mixed committee. 


One gains the impression that the restrictive negotiations between the EC 
and Romania have always been delayed by the EC, even though the EC has been 
appreciative of Romania's attitude--an attitude diverging from the position 
taken by the other CEMA countries. Concrete steps have always been put 
off, until international events (e.g. Afghanistan) made appear imperative 
concessions vis-a-vis Romania. 








Since 1965, the Federal Republic of Germany has been Romania's most impor- 
tant Western trading partner. The FRG's willingness to extend the rela- 
tions with Romania is evident from the fact that in regard to the level of 
credit surety, Romania is in second place~-behind the Soviet Union--among 
the CEMA states. These supportive measures are necessary, since the 
imports of modern technology from the Federal Republic cannot be compen- 
sated by the Romanian exports of raw materials, semifinished goods or 
products of the food and textile industries. Since most of the Romanian 
exports to the EC area go to the Federal Republic (1978: 42 percent), it 
is safe Co assume that in consequence of the agreement between Romania and 
the EC the Romanian efforts toward a reduction of the trade deficits vis-a- 
vis the Federal Republic will meet with success. 


Romania feels that the economic relations can best be extended through 
/bilateral or trilateral cooperation/ in the production sector. At the 
end of 1979, the regulations--established in 1979--concerning the forma- 
tion of mixed companies in Romania were improved by an "Agreement Concern- 
ing the Promotion and Mutual Protection of Capital Investments" between the 
Federal Republic and Romania. This “Investment Promotion Agreement" is the 
first agreement concluded by the Federal Republic with a state-trade coun- 
try. It was learned that the /joint ventures/ have been granted a special 
status within che Romanian economy so as to support their activities. 
Nevertheless, there have been difficulties: 


--The high rates required for setting up business restrict the circle of 
interested parties to large-scale enterprises; 


--certain inflexibilities inherent in centralized economic control occa- 
sionally interfere with production, e.g. as a result of material 
shortages; 


--the difficulties involved in the handling of two currencies. 


On its part, Romania runs /mixed enterprises/ in /Western industrialized 
countries/, for the most part in the commercial sector, but also in the 
production sector (e.g. coal production enterprises in Canada and in the 
United States). 


As regards /trilateral cooperation/, there are further possibilities that 
go beyond the present framework, since in the last few years Romania has 
been steadily extending its economic relations with the developing coun- 
tries. Upon Romania's admission to the “Group of 77 Nations", the contacts 
with the developing countries have been intensifying. This process of 
rapprochement was promoted by Romania's foreign policy conception of 
dissociation from the blocs; at the same time, it was oriented toward the 
nonaligned countries. 


Considering the general /prospects of cooperation between the Federal 
Republic of Germany and Romania/, one should first take note of the favor- 
able political starting position. At the end of May 1980, the two countries 
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agreed to engage in regular consultations on international problem. in 
various fields, there exist possibilities concerning the development of 
economic cooperation. Thus there is the Romanian proposal concerning 
German participation in the Danube Canal Project. Proceeding from the 
assumption of a linkage of waterways from the North Sea to the Black Sea, 
one could readily conceive of German involvement in such a project. In 
this connection, one should point out that Romania is the only CEMA country 
that is prepared to recognize the Rhine-Main-Danube Canal as a German 
national waterway and to enter into a bilater: greement concerning use 
of the canal. In view of the Romanian intenti.u to develop a nuclear 
industry of its own, cooperation would be of interest in this field as 
well. There are other fields, e.g. electronics, machine building, and 
technologies for the recycling of raw materials. 


Trilateral cooperation would be good policy in those developing countries 
that show greater reserve vis-a-vis the “Western world” than toward the 
smaller socialist countries. Romania has been remarkably successful in 
cultivating its relations with developing countries and has been accepted 
by them as an economic and political partner. In critical situations, 
cooperation involving Romanian enterprises could possibly be helpful in 
regard to maintenance or reestablishment of relations with developing 
countries. A good example in this respect is the Romanian position in Iran. 


Considering the continuation of economic relations with Romania, one should 
also take into account the following circumstances. It is obvious that 
Romania--for reasons of economic and political independence--wants to 
extend its contacts outside the CEMA area. On the other hand, Romania's 
economic organization shows considerable shortcomings--even in comparison 
with other state-trade countries--and these shortcomings impede economic 
cooperation. Another factor mentioned is the Romanian leadership's 
“concern with prestige.” In this respect, however, one should take into 
consideration that this concern with prestige is bound up with the Romanian 
leadership's desire for independence. In view of Romania's advocacy of 
political detente in Europe, the relatively low cost of cooperation with 
Romania should be brought in relation to other financial expenditures, e.g. 
to those that are required for the European armaments balance. Frequently, 
it is only after the emergence of an international crisis that assistance 
is lent to countries that have been in difficulties for some time. Good 
examples in this respect are the EC agreement with Yugoslavia or the finan- 
cial aid to Turkey--even though it had been known for a long time that 
instabilities of these countries on the fringes of the great power blocs 
are intensified by economic difficulties. Such considerations probably 
apply to Romania as well--a country whose political position in the East 
European confederation of states is well-known. This argumentation derives 
support from the fact that other Western states, too, promote economic 
cooperation with Romania along these lines. 
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Possibilities Regarding Scientific Cooperation Between the Federal Republic 
of Germany and the Soviet Union 


In the Final Act of the Conference on Security and Cooperation in Europe, 
the participant governments declared their intention to eliminate the 
obstacles to further improvement of the scientific-technological coopera- 
tion and to expand and improve within the framework of their jurisdiction 
scientific cooperation and exchange. To this end, they pointed to activi- 
tles--ranging from loose contacts such as the exchange of information and 
publications to the formation of study groups concerned with common- 
intere:.: topics in basic and applied research and with cooperation in 
research and development on the company level~-that extend to nearly all 
forms of international scientific cooperation. The provisions of the CSCE 
Final Act show that at that time the governments had cherished relatively 
great hopes concerning the possibilities of scientific cooperation between 
the different systems. in the field of science and technology, the develop- 
ment of cooperation has been much less significant--in cegard to both 
quantity and quality--than that in the economic sector. 


The /greater reserve in scientific relations/ is understandable; for in the 
scientific cooperation between the systems, complications result from the 
fact that the divergent sociopolitical orientations permeate the scientific 
systems in East and West. Complications arise all the sooner, the more the 
subjects of cooperation extend from the scientific-technological realm into 
that of the social sciences. However, in evaluating these circumstances, 
one must take into consideration that results of the social sciences and 
humanities are generally less capable of international transmission, 
whereas the technical sciences are of a more universal character. 


Consequently, the projects in the inter-systemic /scientific cooperation in 
the technological-scientific realm/ are less controversial than those in 
the humanities and social sciences. Moreover, in the scientific and tech- 
nological disciplines, one encounters research problems that necessitate a 
greater input of material resources and that therefore suggest international 
cost and benefit sharing. Finally, scientific-technological cooperation 
would continue and complement the existing economic cooperation, with the 
exchange of technical knowledge on its part giving fresh impetus to the 
economic relations. Without the East's indisputable interest in the trans- 
fer of technology, che economic relations would not have reached their 
present dimensions. The conception of science as a “productive force” 
suggests similar motivations underlying the scientific contacts with the 
Western industrialized countries. 





The /scientific-technological relations between the Federal Republic of 
Germany and the Soviet Union/ stay for the most part within the framework 
of the respective general East-West relations. So far, the relations in 
the scientific-technological realm have been marked by three distinguishing 
characteristics. Firstly, the relations are based on inter-company con- 
tacts: Only /one/ inter-state agreement, namely with Romania, has been 


™\ 
© 








concluded in the field of scientific research and technological develop- 
ment. Secondly, the transfer of technology largely takes place from the 
West to the East. Thirdly, this transfer focuses on Eastern imports of 
capital goods. However, there is increasing emphasis--primarily in East 
Europe--on the utilization of other forms of technology transfer: purchase 
of licenses, inter-company cooperation in regard to technology-intensive 
products and inclusion of research and development in this cooperation. In 
the field of research and development, the Soviet Union engages in a epe- 
cial form of cooperation with Western enterprises: It promotes skeleton 
agreements between Western enterprises and the State Committee for Science 
and Technology (GKNT), the Soviet Union's principal decision-making and 
coordinating institution in the field of science and technology. In 
accordance with the given circumstances, these skeleton agreements must 

be concretized by specific projects. For the most part, they have resulted 
in exchanges of views among experts, and occasionally, in licensing agree- 
ments. Certain progress has been made in regard to research and develop- 
ment projects involving FRG enterprises. Thus cooperation on technical 
development--both with East Europe and with the Soviet Union--has not yet 
progressed past the initial stages. 





An approximately equal developmental level of research and development 
among the partners facilitates the international scientific-technological 
cooperation. From the point of view of expenditures on research and 
development, the Soviet Union offers the most favorable conditions for 
progress in regard to research. Since the beginning of the 1960's, the 
Soviet Union has steadily been expanding its /scientific potential/. Both 
in regard to the absolute financial expenditures and in regard to the 
research and development share of the GNP, the Federal Republic of Germany 
clearly lags behind the Soviet Union. The number of scientists, engineers 
and technicians engaged in research and development is approximately 6 
times as high as in the FRG. 


However, the considerable expenditures on research and development are 
insufficiently utilized for foreign trade: 


--The Soviet Unior can boast of no more than approximately 10 percent of 
the FRG's issues of letters patent in foreign countries. 


--Regarding its trade in patent licenses and research-intensive finished 
goods--both with the FRG and with other Western industrialized countries-- 
the Soviet Union shows clearly negative balances. 


Regarding this state of affairs, several explanations can be adduced: 


--There is a lack of coordination between the research and development 
sector and the production enterprises. 


--The enterprises are insufficiently motivated in regard to the introduc- 
tiou of new products and production methods. 
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--To some extent, the research and development sector is insufficiently 
equipped with scientific apparatus and equipment. Among other things, 
this is a result of faulty coordination between the research institutions 
and the producers of scientific apparatus. 


--The generally low level of foreign trade activity makes itself felt in 
the foreign contacts maintained by the research and development sector. 


On the basis of these explanations, it is safe to conclude that Soviet 
research has not been very successful in regard to the application of 
research and development results to prototypes and test installations or 

to new products and production methods. But these explanations also sug- 
gest that the Soviet Union's scientific and technological capacities are 
insufficiently developed for direct international exchange and that they 
are umevenly utilized, because in consequence of the fact that the research 
process is centrally controlled the research and development results are 
greatly dependent on administrative priorities. 


Proceeding from the above assumption, one can expect the /Soviet Union to 
have reserves in the realm of applied research/--e.g. expertise concerning 
technological problems and their solution, patentable ideas, testing 
procedures, models of apparatus and instruments. Research areas suitable 
for international cooperation would be based on focal points of Soviet 
research policy. Thus, applied research has probably yielded a great many 
results in iron and general metallurgy, in welding technology, foundry 
technology, construction technology, mining technology and in the energy 
supply sector, and to a lesser extent, in electronics, automation, hemis- 
try and in the consumer goods sector. 


The selection of /research institutes/ presupposes more detailed informa- 
tion. For the most part, applied research is carried out in the research 
institutes of the branch ministries. In regard to the capacities of these 
institutes, it is difficult to generalize, since as a result of specializa- 
tion there are considerable qualitative differences between the individual 
research institutes. There are probably some 100 institutes that are 
comparable to the leading institutes for industrial research in the Western 
countries. 


While there is no doubt that there are /qualitative/ differences among the 
many /research institutes/ of the branch ministries (and among the applied 
research centers of the universities), the basic research institutes of the 
USSR Academy of Sciences (ANSSSR) must be regarded as excellent. Coopera- 
tion in basic research may develop in areas, where the research interests 
of the Federal Republic of Germany and of the Soviet Union are identical, 
€.g. energy and raw materials research, transportation and traffic tech- 
nology, developmental and radiological protection, medical research, health- 
and nutrition-related technologies, urban and regional planning. However, 
certain projects, e.g. projects in energy-related basic research, cannot be 
implemented until the agreement on German-Soviet cooperation in the sciences 
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is ratified. Most of the above-mentioned fields are related to the eco-. 
nomic-technological development potential. However, cooperative research 
appears to be promising in the social sciences as well, insofar as it per- 
tains to social development in connection with technological development, 
e.g. to problems concerning present-day work or changes in the social 
structure, 


For various reasons, /basic research/ offers /more favorable conditions for 
cooperation/ than does applied research: 


-~-Rapid development of commercially usef:l technologies is not of over- 
riding importance. 


--In various basic research disciplines, progress depends on imaginative 
theories rather than on the supply of scientific apparatus and 
instruments. 


--Soviet basic research has produced pioneering results by means of the 
concentration of financial and manpower resources that is a distinguish- 
ing characteristic of the planned economy. In the fields characterized 
by rapid development of scientific apparatus and instrument building, the 
results have been less impressive. 


International cooperation in research and development is furthered not only 
by approximate equality in the partner countries’ performance levels, but 
also by similarity in regard to the /organiza' ional structure of research 
and development/. In the Federal Republic of Germany and in the Soviet 
Union, however, the research and development sectors are organized differ- 
ently. In the Soviet Union, research is for the most part centrally 
planned and its implementation takes place within a complex organizational 
structure. This is true above all of applied research. Consequently, 
various decision-making, planning, and licensing agencies are involved in 
the international cooperation in applied research (generally the appropriate 
main administration of a branch ministry, the GKNT, the organization for 
material-technological supplies (GOSSNAB) and the appropriate foreign trade 
organization) and this necessitates considerable efforts in regard to 
communication and coordination. In basic research, these expenditures are 
not as great, but here the search for areas suitable for cooperation is 
impeded by communication difficulties. 


As regards inter-systemic cooperation in research and development, the 
distinguishing characteristic is bureaucratic, not spontaneous or decen- 
tralized collaboration. It is only by the former approach that inter- 
systemic cooperation can be set going. However, in the course of develop- 
ment it would be necessary to complement che bureaucratic component by a 
reduction of formalized relations and by direct contacts among researchers 
or research institutions. In view of the East's interest in improved 
utilization of the benefits offered by cooperation in research and develop- 
ment, it is safe to assume that steps in this direction will be taken. 








llowever, immediate drastic changes are not to be expected, nor should they 
be sought, 


All-European Cooperation in the Energy Sector 
i. Preliminary Remarks 


Within the framework of the economic cooperation between East and West 
after 1970 and in the linking of the economic relations with the policy of 
detente, the energy sector has been playing an important and promising 
role--at least in the Soviet view. This became apparent ae early as the 
24th Party Congress (1971), but aleo in the Final Act of the Conference on 
Security and Cooperation in Europe (1975), in the proposal concerning the 
holding of an all-European energy conference, in the efforts on the ECE 
level and finally in the German-Soviet Economic Agreement of 6 May 1978 and 
the resultant Long-Term Program of 1 July 1980. The econoaic background 
and the political implications should be delineated so as to bring into 
focus the importance and prospecte of the cooperation in the energy sector, 
especially with a view to the continuation of the CSCE process. 


il. Background of East-West Cooperation in the Energy Sector 
ij. The Energy Situation in the Soviet Union and in East Europe 


CEMA as an economic bloc produces over 100 percent of its own energy 
requirements, i.e. the region's energy exports exceed its imports. In 
1978, production exceeded consumption by 15 percent. But practically it 
is only the Soviet Union and, to a lesser extent, Poland that benefit 
from this production surplus. All the other CEMA countries are deficit 
regions that satisfy their energy requirements primarily through imports 
from the Soviet Union. 


Since the Soviet Union accounts for 79 percent of CEMA's energy production 
and for 71 percent of ite energy consumption,! we will first describe the 
energy situation in the Soviet Union. In the 1970's, the Soviet Union 
developed into che world's biggest ofl producer, and among the leading 
industrialized countries, it is the only cowmtry boasting an energy sur- 
plus. Nevertheless, there are indications of potential problems in that 
production is no longer sufficient to meet the diverse demand. 


Table 1 shows that since 1974 energy production has been characterized by 
steadily declining growth rates. During these years, however, the produc- 
tion increases still exceeded the increase in consumption; consequently, 
the net export share of production increased from 18 to 22 percent. Com 
paring the rise in energy consumption and overall economic grovth, one 
realizes that an uncoupling of the two growth rates to the extent practiced 
in the Western industrialized countries was not feasible. Between 1973 and 
1978, the rise in energy consumption was somewhat lower than the increase 
in national income as indicated by Soviet statistics (relation 0.9). 
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liowever, in order to be able to produce comparable data, one has to convert 
the national income into the GNP variable used in the West, On the basis 
of the pertinent CIA figures, the relation between the rise in energy con- 
sumption and economic growth is 1.2, while the comparative figure for the 
FRG was 0.3 between 1973 and 19/8 (rising considerably after 1979, however). 
Ae regards the 1980's, neither the development in the 1970's nor the 
pertinent prognoses offered by expertse--including a Soviet observer 
(Mel'nikov)=-justify the assumption that this relation in the Soviet Union 
will drop below 1.14 This means that Soviet economic growth is liniced by 
the rise in energy consumption. The rise in consumption on ite part is 
determined by the production increases and the changes in exports and 
imports so that in the event of a continuing decline in the production 
growth rates continuous consumpiion increases can be maintained only 
through a curtailment of exports. 


Table 1. Increase in Soviet Energy Production and Consumption, 1973-1979 (2) 
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1974 10 10,3 25 s6 42 
1975 79 110 25 $2 $7 
1976 5.9 110 is so 4A 
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Key: 
1. Production 5. Energy 
2. Oil 6. Consumption 
1. Gas 7. Provisional 
4. Coal 
8. Source: NARODNOYE KHOZYAYSTVO SSSR, Moscow, various years; PRAVDA, 


26 Jan 80; “World Energy Supplies,” New York, 1979. 


A fturther drop in production is likely, since it will be practically impos- 
sible to influence the cause of the decline in the growth rates, namely the 
rise in investment costs accompanied by an insignificant expansion of 
capital goods. 


With the exception of natural gas, which in 1979 accounted for 25 percent 
of total energy production, the production targets have not nearly been 
mt. M regards coal (26 percent of total energy production), the 1979 
production volume was clearly below that of the two preceding years, while 
the growth rate for oil (45 percent) amounted to a mere 2.5 percent. Only 
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in the production of natural gas are the growth rates ae high as planned; 
it should be po'ated out, however, that the 1980 plan provides for lower 
rates. 


The other pricary sources of energy, above all water-power and nuclear 
energy, presently account for less than 5 percent of total energy produc- 
tion and they are not likely--neither in the short or in the long term--to 
improve the energy balance. According to estimates of the ECE, in 1990 
nuclear energy will account for 2 percent, and water-power for 3.3 percent 
of the Soviet Union's total energy production .? 


The energy production picture will give rise to concern, if the CIA oil 
production prognosis that wae first published in 19773 and that has since 
been repeated with minor changes will come true before 1985. In contrast 
to the prognoses of other institutes, the CIA data proved to be very 
accurate for the firet } years, which allowed comparison of the prognosis 
and the actual results; consequently, a large number of well-known experts 
expect the CIA prognosis to be accurate in regard to the coming years as 
well.* Likewise, a well-known Soviet energy expert, A. Krylov, holds that 
unless there are technological innovations, production will culminate in 
the near future and then decline.’ According to the CIA prognosis, after 
1980 production will by 1985 drop to the production level of 1975. Exports 
to the East European countries will rise only slightly. In 1961, the net 
exports to the West will be discontinued, and in the following years, 
Soviet demand in the OPEC markets will exceed by up to 100 million tons the 
exports to the Western countries. According to a subsequent CIA projec- 
tion,® the Soviet Union will to some extent be able financially to compen- 
sate the oil imports through increasing natural gas exports; however, the 
natura’ gas exporte will tien restrict the possibilities of shifting 
domestic energy consumption from oil and coal to *as. 


Due to the fact that coal accounts for a large share of energy consumption, 
the self-sufficiency rate of the East European countries is as high as 79 
percent; however, of the total energy imports, oil accounts for 69 percent, 
and of) imports from the Soviet Union, for 53 percent. Energy imports from 
outside the CEMA account for oniy 16 percent of total imports and for only 
5 percent of the energy supplies as a whole.’ ‘The trend toward a dispro- 
portionate rise in the share of imports from the countries outside CEMA was 
almost completely undone by the international price hikes. 


in the East European countries, the import requirements as an expression of 
the difference between consumption and production are most clearly 
reflected in ofl. While consumption in these countries amowts to 100 
million tons, domestic production totals 18 million tons. Disregarding 
Romnia, whose oil imports from the Soviet Union have so far beer negli- 
gible, consumption amounts to 77 million tons, while production totaled 
barely 3 million tons. in view of the financial situation of the East 
European countries, the demand must be covered almost in its entirety by 
the Soviet Union, and this demand is increasing disproportionately, since 








these countries=--inclusive of Romania=-cannot expand their production any 
further and since in consequence of the industrialization process they are 
increasingly dependent on ofl, a flexible energy source. 


Ae regards natural gas, th: situation is similar. Here the Soviet Union 
mets nearly the entire import requirements of the East European countries. 
As regatde coal, however, the Soviet exports are not as significant. In 
thie sector, it is above all Poland that satisfies the relatively limited 
requirements of the East European cowtries. 


2. The Soviet Efforts Toward East-West Cooperation 


Sinee 1971, the Soviet Union has been making diverse high-level efforts 
aimed at solving the energy problems through cooperation with the West or 
broaching the energy problem as a problem concerning all European coun- 
tries. At that time, the Soviet Union was in a position to perceive with 
greater farsightedness the problems pertaining to the supply of energy, 
since the energy supply could largely be determined by its own economic 
parameters and--more impcrtantly--since the supply was not affected by 
international political conflicts. 


The parallel development of detente notwithstanding, the expectations con- 
cerning cooperation with the West exceeded the actual possibilities of 
implementation. Thus the Soviet Union hoped to be able--with Western 
financial aid--by 1990 to meet 16 percent of its energy requirements 
through capital-intensive nuclear power.8 According to present prognoses 
for 1990, 3 percent will be the maximum attainable. To some extent, the-- 
in the Soviet view--wmeatisfactory development of cooperation is rooted in 
the problems involved in inter-systemic economic relations, in the trade 
imbalance, in the inefficient capital utilization in the Soviet Union, etc. 
The Western countries’ hesitation in the political realm is another factor. 


The Final Act of the Conference on Security and Cooperation in Europe 
attached great importance to cooperation in the energy sector, considering 
it a contribution to long-term, stable relations;9 in December 1975, a few 
months after the Helsinki Conference, there followed Brezhnev's proposal 
concerning the convening of a European energy conference based on the CSCE. 
As time went by, the hesitant response of the West gave rise to growing 
disappointment in the Soviet Union. 


In view of the conditions prevailing at the Belgrade CSCE successor confer- 
ence (1977/78), it was impossible to transform into a resolution the will- 
ingness--signaied above all by the FRG--to take certain steps in this 
direction.1 It was not until the annual ECE conference in April 1979 that 
there was established a body of “Senior Advisers to ECE Governments on 
Energy” that is to assist in the process of working out a resolution con- 
cerning the holding of an all-European energy conference. 
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3. The Cooperation in the Energy * ctor in the 1970's 


The stagnation of cooperation in the energy sector is by no means attribut- 
able to the fact that eo far the Soviet proposals concerning an energy 
conference have not been implemented. Rather, it is precisely in thie 
sector that significant agreements have been concluded, above all the 
agreements concerning the delivery of pipes that were financed through 
loans, repayment of which was to take place in the form of long-term 
natural gas shipments. It is through of] shipments--more so than through 
the shipments of natural gas--that the Soviet Union obtains the foreign 
currency needed for covering ite import costs. In the last few years, the 
Soviet Union obtained through of] and natural gas exports 50 to 61 percent 
(1978) of its foreign currency revenue from Western industrialized states. 
Likewise, imports of equipment for the development of energy resources have 
assumed increasing importance for the Soviet Union. 


One should also mention che fact that Poland has been obtaining approxi- 
mately one-third of its foreign currency revenue from coal exports and that 
it has expressed interest in intensive cooperation with Western enterprises 
in the field of coal refinement. 


Nevertheless, it is obvious that the demand for Western technology and 
Western capital has not nearly been met--technology and capital needed for 
projects such as development of the large oil fields in the Barents Sea or 
of the Yakutsk gas deposits. However, it is not only since the Afghanistan 
crisis that the United States has been pursuing a restrictive policy in 
regard to the issue of making accessible to the Soviet Union technologies 
for resource development. The Wes: European enterprises on their part con- 
sidered certain offers insufficiently concrete, or the negotiations 
remained inconclusive, as was the case in regard to the project involving 
establishment of a nuclear power plant near Koenigsberg (Kaliningrad). 


lll. Dependence and Interdependence Through Cooperation in the Energy 
Sector 


|. Dependence of the West 


At present, Western Europe satisfies 6.6 percent of its energy requirements 
through imports from the CEMA countries. Although this percentage is not 
negligible, it is certainly not high enough to generate dangerous pressure 
in regard to security policy. This possibility exists only in Finland and 
Austria; while their energy dependence on the Soviet Union and Poland is 
disproportionately greater, these two countries import correspondingly 
emiler contingents from the OPEC countries. For the EC, this energy 
dependence on CEMA amounts to 4.9 percent, and for the FRG, to 4.2 percent. 


Considering domestic consumption, the FRG's dependence on the Soviet Union 
is most pronounced in regard to natural gas (15 percent); as regards oil 
(3 percent) and coal (2 percent), on the other hand, the dependence is 
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insignificant. However, the dependence in regard to naturil gas is not so 
critical, since the FRG can met 80 percent of ite requirenents through 
domestic production and through imports from Norway and the Netherlands, 
i.e, secure sources. Moreover, the gas supply companies and the industrial 
customers have concluded agreements, according to which the customers are 
obliged--in the event of a shortage--to switch over to other energy 
sources (oil, coal). 


Even in the event of massive financial aid to the Soviet Union, it is 
unlikely that the ofl share of the Soviet exports to the West European 
consumers can be raised again, but in regard to gas (and also coal (Poland), 
the domestic supply of which exceeds that of natural gas), the shares could 
possibly be further increased, if closer cooperation in the energy sector 
were instituted. In regard to natural gas, however, the Soviet Union is 
presently confronted with compensation problems due to the discontinuation 
of the planned imports from Iran. 


In considering dependence, one should also compare the alternatives. As 
regards oil and natural gas, the imports from the Soviet Union could at 
best be replaced by imports from the OPEC countries, for the West European 
resources are fully utilized anyway. 


2. Dependence of the East 


It is more difficult to quantify the CEMA countries’ dependence on East- 
West cooperation, since it is hard to decermine to what extent improvements 
in energy production and energy transport are attributable to the Western 
equipment shipments. Nearly the entire imports of pipes for pipelines come 
from Western industrialized countries and the imports of Western equipment 
for the development of energy resources have increased considerably. If 
one considers the orders of this type of equipment to be indicative of 
future purchases,!1 a further rise in demand is to be expected, unless 
energy production falls short of the plans and domestic growth requirements 
to an even greater extent than is obvious even now. In view of the decline 
in ofl production in the European part of the Soviet Union and in view of 
the stagnation in the West Siberian oil fields, in the coal production 
sector and in the overall energy production of the East European countries 
(with the exception of Polish coal), it is imperative that new energy 
sources be opened up in regions that are more remote from the consumption 
and distribution centers--regions that thus necessitate infrastruct ure- 
related transport measures and that due to the *xtreme geological and cli- 
matic conditions require heavy input in regard to — For these 
tasks, Western equipment is needed more urgently ‘han ever 2 


With the exception of Romania, the East European countries will be totally 
dependent on the oi! and gas imports from the Soviet Union. In view of 
their indebtedness, their financial situation is much more critical than 
that of the Soviet Union; consequently, it is difficult for them to pay for 
acditional energy supplies with foreign currency. Under no circumstances 








would they be able to compensate a decline in the Soviet shipments through 
imports from the OPEC countries. 


3}. Interdependence as an Element of Detente 


Aside from the economic realm, interdependence could stabilize the rela- 
tions between the partners. However, this would require certain structural 
factors. Thus the dependence of certain OPEC countries on Japanese capital 
goods can hardly be considered a stabilizing compensating factor vis-a-vis 
the Japanese dependence on energy imports from the OPEC states. In par- 
ticular, a short-term dependence on vital commodities cannot be compensated 
by any long-term dependence, 13 


In regard to East-West relations, the view that stable economic interde- 
pendence can be considered a significant contribution to detente was 
reflected above all in the Final Act of the Conference on Security and 
Cooperation in Europe. In regard to the stabilization of the relations, 
this document proposes a number of measures (avoidance of abrupt fluctua- 
tions in merchandise traffic, diversification, exchange of information, 
etc.) and in regard to protective measures ("permanent ties"), it suggests 
various forms of cooperation on diverse levels, including cooperation in 
the energy sector. 


In contrast to the European governments in the East and the West, the 
United States has never made this approach concerning an independent con- 
tribution of the economic relations to detente an integral part of their 
own policy: Even after 1970, the economic relations with the Soviet Union 
were to be extended only in return for conduct promoting detente. This 
goes for the Jackson/Vanik and Stevenson amendments (1974) as well as for 
the basic principles of the policy of detente as formulated by Kissinger/4 
or Carter.15 


The West European countries, and the FRG in particular, had proceeded from 
the assumption that a basic framework was to be established for the policy 
of detente, in the maintenance of which both sides would take an interest 
and which was to counteract any conflict extensions. The economic rela- 
tions appear to be a suitable means to this effect. In his London speech 
of 1977, Federal Chancellor Schmidt expressed this in the following words: 
“(One of the) major tasks of Western security policy in economic terms is 
to establish balanced and stable economic relations with the communist 
state trading countries of the East."l16 In this regard, the German-Soviet 
Economic Agreement of May 1978,17 which is intended to extend over 25 years 
and which documents the close link between economic relations and the 
policy of detente, has reference not only to the Final Act of the Helsinki 
Conference, but also to a 20-year-old bilateral treaty policy. 


The West European countries’ efforts to establish long-term, stable inter- 
dependence in the economic sector, in which they can develop parity-based 
relations with the Soviet Union and the East European states, certainly 
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could be a security policy-related complement of the at tempts--supported 
primarily by the United States--to establish a balance of power based on 
military factors. 


4. The Problems in Connection With the Embargo Policy 


Economic relations cannot be developed independently of the political 
environment. In the first half of the 1970's, the East-West economic 
relations in particular underwent an intensification that was closely 
related and parallel to the process of detente. Thus it seems only natural 
that the disillusionment that became apparent in the policy of detente 
after the invasion of Afghanistan extends to the economic relations as 
well. However, an embargo in regard to the cooperation in the energy 
sector, in particular in regard to the shipments of equipment, would sig- 
nify total abandonment of the objectives formulated in the Final Act, for 
in the Final Act it is precisely the energy sector that is singled out as 
a tield suitable for long-term, stable cooperation, since measures concern- 
ing the exploration, exploitation and transportation of energy resources 
necessitate long-term planning. 


The objective of long-term cooperation formulated in the Final Act was not 
bound up with the hope that chere would no longer be any East-West crises. 
Rather, the participants were fully aware of the fact that a stabilization 
of the relations in Europe would not by any means rule out the possibility 
of a continuation of the East-West conflict in the Third World. If the 
Soviet Union forcibly initiated changes in the "hird World and if these 
changes necessitated countermeasures by the West, the measures contemplated 
should be chosen with great care so as to rule out any destabilizing 
effects in Europe. 


5. The Global Responsibility 


In the light of prognoses submitted by the most diverse institutions such 
as the International Energy Agency, the Club of Rome and economic insti- 
tutes, it seems safe to assume that in the 1980's the struggle for the 
largest possible shares of energy and raw materials will be intensifying. 
At the sawe time, the Soviet Union is likely to enter the international 
markets as a buyer or--if it lacks the financial means necessary--to seek 
other ways of sharixg in the available energy resources, namely by fanning 
existing conflicts so as to create options for obtaining raw materials. In 
order to avoid creat ing--in addition to the potential conflicts in the 
Third World--an East-West conflict over the distribution of raw materials, 
the Western industrialized states must see to it that the Soviet Union can 
exploit the reserves on its own territory--thus increasing, if possible, 
the supply in the world market--and, as the ultimate objective, that the 
Soviet Union share in the global responsibility concerning raw material 
supplies. Naturally, this does not mean that the Soviet Union should be 
granted additional control over the exploitation and distribution of raw 
materials--which is one of the interpretations given the proposal by 











Portugalov concerning a joint safeguarding of the transport routes in the 
Persian Gulf;18 however, it could be interesting on the basis of precisely 
this proposal to discuss the Soviet conceptions concerning steady raw mate- 
rial supplies in the coming decades. It is difficult to imagine that this 
increasingly urgent discussion could lead to stable results without the 
participation of the Soviet Union--a country that on the one hand has at 
its disposal the most abundant raw material deposits and the largest 
natural gas and coal reserves and that on the other hand could take advan- 
tage of crisis situations, above all crisis situations in the Near East. 
On account of its great potential in regard to capital and technology and 
its disproportionately stronger economic *ommitment in the Third Werld, 
the West's position vis-a-vis the Soviet Union would by no mesac be 
unfavorable in such a discussion. 


IV. The Future Cooperation 
1. Projects for the 1980's 


Provided that it is possible to come to a political decision in favor of 
intensified .ooperation, one might consider--in accordance with considera- 
tions circulated within the ECE--the following projects: 


(1) Tapping of the oil reserves in the Barents Sea. The largest untapped 
oil reserves of the Soviet Union are located in this Arctic region, 
where Western technology--based on the experience gained in Alaska and 
in the off-shore work in the North Sea--is far ahead of the Soviet 
technological capacities. Another problem is the Soviet Union's lack 
of investment capital for the creation of transport capacities. 


(2) Coal refinement in Siberia. Coal-refinement procedures (gasification, 
liquifaction) developed in the FRG and in the United States could be 
put to especially good use in the Soviet Union. The conditions are 
favorable, because in Siberia there still are largely untapped coal 
deposits (above all the Kansk-Akhinsk Basin), which for the most part 
can be exploited by surface mining, i.e. at low cost, but which for 
lack of transport capacities cannot be moved, or only at a cost far 
exceeding that of production. An on-the-spot refinement of the coal 
would allow transportation by pipeline at a fraction of the coal 
transportation costs; moreover, it would create a more flexible energy 
source and thus increase the supply of oil and gas--erergy sources 
that are in relatively shorter supply. 


(3) Coal refinement in Poland. An agreement co ning production of just 
under 1 billion cubic meters of fuel gas per year——-beginning in 1984 
near Kattowitz--was concluded in February 1980 with the Krupp-Koppers 
Gmbu , 20 Upon solution of the financing problem, further agreements in 
this field are probably desirable. 


(4) Natural gas, the only energy source--aside from nuclear power--in 
regard to which the Soviet Union can hope--on the basis of its own 
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investments--to achieve production increases, necessitates additional 
transport capacities. Another pipeline linking the Soviet Union-~-via 
Polish and GDR territory--with the West European network in the FRG 
would be welcomed by the transit countries as well, since they hope to 
obtain a certain quantity of natural gas in the form of “transit fees.” 
As regards the projects involving the delivery of pipes in return for 
natural gas, the East-West relations benefit from many years of 
experience. 


(5) The East has repeatedly proposed what it considers a promising 
project--to link up the East European with the West European electric 
power network. Certain progress has been made in the discussions 
concerning the establishment of power-line links at both the Hungarian- 
Austrian and the Czechoslovak-Austrian borders. A similar link could 
be established between the FRG and the GDR, what with the FRG's con- 
cern with insuring a steady power supply for Berlin. Generally speak- 
ing, such links could serve to equalize conditions during peak load 
periods; on the other hand, wilateral boosts of the Western network 
by Eastern power plants are conceivable as well. 


Such projects can be implemented only on the basis of long-term financing 
assurance and this means above all state guarantees by the Western coun- 
tries such as are provided by the German-Soviet Economic Agreement of 

May 1978 and the supplementary stipulations of the Agreement of 1 July 1980. 
This implies extensive advance financing by the parties supplying most of 
the investment funds. Although this may be considered an unbalanced 
cooperation, it is a quite normal procedure in other regions, both within 
the Western industrialized countries and in their relations with the Third 
World countries. Whether the Western industrialized countries still can 
find more secure regions for their investments is open to doubt. At the 
same time, however, the Western countries could justly insist on political 
guarantees by the East concerning efficient utilization of the capital and 
on the Western investors’ right of codetermination in regard to management 
decisions. In order to overcome the structural and political difficulties 
involved here, the Soviet Union will have to hold a high-level conference 
covering a broad range of topics. 


2. Procedural Aspects 


The committee of “Senior Advisers to ECE Governments on Energy", which was 
established at the annual ECE conference in April 1979 and which is to dis- 
cuss the problems in connection with a high-level all-European conference 
on energy questions, has so far convened twice (October/November 1979 and 
March 1980). During the first round, the participating governments were 
asked to fill out a questionnaire concerning the fut. e development of 
their countries’ energy sectors. 


The CEMA countries did not follow this agreed-upon procedure to the extent 
required. In justification, the Soviet Union pointed out that for the 











years 1990 and 2000 accurate data concerning the production and consumption 
of the individual energy sources were unavailable. Realistically, the 
Western countries could not expect the Soviet Union completely to fill out 
this questionnaire. However, on account of the general cooling of the 
atmosphere in 1980, this information ramification was used in the subse- 
quent ECE discussions as grounds for halting the negotiating process; con- 
sequently, the Madrid Conference will lack a proposal concerning the 
staging and the subjects of a high-level energy conference. If both sides 
are willing to intensify their cooperation, such a conference could still 
be authorized, provided there is an opportunity in Madrid for detailed, 
pertinent discussions. 


The Development of Transportation in CEMA--Considerations Concerning All- 
European Cooperation in the Transportation Sector 


The economic growth in the Soviet Union and in the states of East and 
Southeast Europe, which has been continuing for decades and which has been 
slowing only in the last few years, has led to a sharp rise in the demand 
for transport services in all sectors. With the expansion of foreign 
trade, the traffic flow has been intensifying, both in regard to tra.fic 
within CEMA and in regard to the traffic between the CEMA countries ..d the 
countries of the Third World. Insofar as it is becoming apparent that the 
available capacity reserves are fully tapped, the present deficiencies are 
making themselves felt even more strongly. In varying degree, this is the 
case in all CEMA countries and it is reflected in a large number of publi- 
cations and official documents. In this regard, one should mention the 
resolution “Concerning Measures for Improving the Construction, Repair and 
Maintenance of the Country's Highways" (reprinted in EKONOMICHESKAYA 
GAZETA, No 18, 1980, p 2), which was adopted at the end of April 1980 by 
the CPSU Central Committee and the USSR Council of Ministers; the resolu- 
tion clearly expresses the problems at hand and draws attention to the 
critical situation in regard to highway construction and motor transport-- 
sectors that do not meet the requirements of the national economy. 


In order to prevent the transport system's shortcomings from affecting 
economic growth, it will be necessary to allocate to the individual car- 
riers a larger share of the investments. But even if this were done, the 
CEMA states would hardly (if at all) be able to carry out the necessary 
modernization and expansion of their transportation systems. 


In view of these conditions, the question is whether the transportation 
sector might offer new possibilities concerning economic cooperation along 
the lines of East-West cooperation suggested by the CSCE Final Act. In 
view of the transport «ituation in the CEMA countries, one may safely 
assume that the Eastern side is interested in such cooperation, at least 
in certain areas--as long as such cooperation does not provide information 
on armaments-related sectors. 











The present study arrives at the following statements and conclusions: 


In regard to /performance/, all of the carriers are insufficient. The 
shortcomings manifest themselves in various areas: 


--In insufficient capacity; 

--in the obsolescence of the transport facilities and the resultant 
deficiencies in the technical equipment; 

--in the insufficient mechanization of the loading and unloading opera- 
tions and in the resultant shortcomings concerning labor productivity 
and the handling of the transport containers; 

— n the lack of spare parts that of necessity leads to stoppages and thus 
to a shortage of cargo space; 

— An the shortage of specialized cargo space; 

--in faulty work organization; 

— An the hitherto insufficient utilization of the possibilities offered 
by electronic data processing and the resultant rationalization 
possibilities. 


In the past decades, the CEMA states made considerable investments in their 
transportation systems. In so doing, they concentrated on key projects and 
it appears that these investme:.ts were preceded by consultations within the 
CEMA framework. Nevertheless, there still are considerable shortcomings in 
this area. 


With the exception of the Soviet Union, the CEMA countries have not 
expanded their national /railroad/ networks--even though these networks 
are generally not distinguished by a high degree of coverage; some of the 
CEMA countries even curtailed the railroad network. 


However, the transport volume and transport efficiency have been increasing 
considerably, a fact attributable--among other things--to electrification 
and introduction of diesel engines on the principal routes. But due to the 
inferior quality of the track bedding, the trains cannot travel at full 
speed. Thus in this area there still are untapped reserves. 


A focal point in the expansion of the transportation sector are the /pipe- 
lines/, without which transportation between the USSR and the CEMA states 
would have been severely impeded. In 1978, the "Friendship" pipeline alone 
conveyed over 500 million tons of oil. 


As regards /maritime transportation/, the CEMA states have been expanding 
their merchant fleets so as to save or obtain foreign currency. This 
expansion was accompanied by an extension of the port capacities; neverthe- 
less, as regards the technical equipment of the ports, the shortcomings are 
still quite extensive. 


In most of the CEMA states, /road transportation/ plays only a minor role, 
largely because of neglect or because of the poor road conditions. However, 
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trucks, repair centers and other infrastructure facilities are likewise in 
short supply. 


/Air traffic/ is of importance above all in the USSR, where it is the 
primary mode of cargo transportation, especially in the developing regions. 
In the past few years, the air fleets of the CEMA countries have been 
expanded; they are made up almost exclusively of Soviet planes. Within 

the framework of the CEMA countries’ long-term transportation program, a 
number of airports are being constructed or modernized. Electronic booking 
systems are to be introduced. 


In comparison with the other carriers, /inland navigation/ plays only a 
minor role in the CEMA countries. The USSR is an exception in this regard; 
in this country, however, the use of inland ships is restricted ty the 
climate, by the direction of the principal rivers and by the insufficient 
number and equipment of the inland ports and moorages. 


On account of the increasing economic interdependence of the CEMA states 
and the resultant commodity exchange, the CEMA organs have for a number of 
years been directing special attention to the /joint development of the 
transportation systems/. The “Long-Term Target Program" (LZP) that was 
expressly developed for the transportation sector is to provide the founda- 
tion for the joint transportation policy. Essentially, it is five factors 
that are to determine the development of transportation within CEMA in the 
coming years: 


--Intensification of the commodity exchange within the framework of eco- 
nomic integration; 

--the requirements resulting from the increasing trade with third countries; 

--economic growth and (in the USSR) regional deve lopment ; 

--establishment of large-scale industrial projects—partly intended to 
supply CEMA as a whole--entailing high-density effects resulting in 
strain on the transportation system; 

--the increasing production specialization within CMA, which entails new 
qualitative and quantitative demands on the transportation systems of the 
member states. 


Since the railroads accouwit for approximately 50 percent of intra-CEMA 
traffic, they are che principal target of the integration measures. In 
this respect, a number of measures have been taken--in regard to transport 
regulations, rates, and above all in regard to the modernization of the 
railroads and the establishment of a "Uniform Container Transport System'-- 
that are intended to improve the overall situation. The laying of Soviet- 
gauge track linking the USSR with Romania, the CSSR and Poland naturally is 
of military significance as well. Likewise, in the realm of maritime 
navigation, the second most important means of transportation within CEMA, 
various agreements have been concluded and implemented that serve to expand 
the cooperation. However, in this field, too, it has not been possible to 
solve all of the acute problems. 
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A special problem in regard to intra-CEMA transportatic NO 7258 @ MRO 
average transportation distances, which entails increa rauspoil “vsts 
for the participant countries. So far, none of the me intended to 
counteract this development have produced the results de 


Generally speaking, one can say that the /integration in the tia. cortatton 
sector/ is proceeding along the following lines: 


~-Via joint planning and plan coordination; 

--via joint international CEMA organizations; 
--via joint ventures in the transportation sector; 
-~-via specialization agreements; 

--via pooling agreements; 

--via joint agreements on rates. 


The /Long-Term Target Program concerning cooperation in the transportation 
sector/ comprises a catalog of tasks and measures, implementation of which 
is regarded as especially urgent: 


--In accordance with its general importance, rail transport occupies first 
place among the fields enumerated. Its efficiency is to be improved 
above all by increasing the traffic flow on all routes and through 
coordination of all technical elements. 


-~-In regard to maritime and inland navigation, it is planned to improve the 
international cooperation of the shipping firms, to expand the repair 
capacities and to intensify transportation on the Danube. 


~-in regard to motor transport and highway construction, it is planned to 
develop organizational forms of cooperation, with special emphasis being 
placed on insuring a sufficient supply of spare parts. As regards air 
transport, the objectives are similar. The program does not discuss at 
any great length transportation by pipeline. 


The concrete LZP measures concerning the individual carriers and individual 
transport connections include the expane‘on or construction of a number of 
international railroad lines and international highways, all of which are 
specified in the program. Of special interest are the measures that are 
planned in the field of inland navigation and that indicate that the CEMA 
states on the Danube are looking forward to the completion of the inland 
waterway from the Danube to the ports in the Rhine estuary and that these 
states are planning joint operations on this big waterway. 


/Cooperation with the West European industrialized states/ could help solve 
the acute problems in the transportation sector of the CEMA countries. Such 
cooperation appears to be feasible in three areas: 


--In the field of transportation technology through delivery of the modern 
equipment required; 





~win the fleld of ecientific-technological cooperation through transmission 
of the latest research reeulte and of the practical experience gained in 
the establichment of transport routes; 


~=through direct and indirect tinanciel aid. 


Large-ecale cooperation between the states of the European Community and 
the CEMA estates in regard to the development of an all-Europeas traffic 
network by meane of joint planning end joint financing appears to be more 
promising than the above-mentioned partial cooperation, since it would help 
both eides to extend the merchandise traffic and to reduce the traneporte- 
tion cosete. In thie reepect, one should consider expanding the principal 
Weet-East and North-South railroad lines and gotor transport routes. The 
LPZ expressly provides for «a link-up of the Eastern transport routes with 
thoee of the neighboring countries. 


However, there are some other probleme in regard to al1l-European cooperation 
in the transportation sector. Directly or indireetly, investments in the 
transportation sector are of wilitary significance ae well. The assistance 
lent in the expansion of the Eastern transportation systems also served to 
iaprove the strategic positien of the Warsaw Pact estates in the event of 
conflict. Consequently, even the cooperation in the transportation sector 
presupposes « certain degree of sutual trust within the framework of the 
general East-West relations. 


Moreover, in engaging in cooperation in thie sector, ome must take into 
consideration the /Eastern pricing practices/ in regard to maritime and air 
transportation and in regard to navigation on the Danube. The latter 
should be evaluated above all with a view to the completion of the Rhine- 
Main-Danube Canal. Thus, prior to any diecussion of cooperation projects, 
it would be good policy (especially in regard to the entry inte the Central- 
Evropean waterway network) to develop Western counterstrategies. In the 
event of cooperation in the transportation sector, it would be advisable to 
eneure through contractual arrangements that the Eastern side observe the 
rules of conduct prevailing in the Weet European sarkets. 
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CEMA CONFEREES DISCUSS AUTOMATLZATILION OF GOVERNMENT PLANS 
Moscow PLANOVOYE KHOZYAYSTVO in Russian No 10, Oct 80 pp 124-125 


|Article by V. Nikitin and Ya. Urinson: “Conference of Experts on Questions of 
the Construction and Application of Automated Systems of Planning Calculations 
of Covernmental Planning Bodies of CEMA Member Nations"™| 


[Text| The Conference of Experts on the Questions of Construction and Applica- 
tion of Automated Systems for Planning Calculations of the Governmental Planning 
Rodies of the CEMA Member Nations took place in April 1980 in Tashkent within 
the purview of the CEMA Committee on Cooperation in the Field of Planning Activ- 
ities. 


faking part in it were delegations headed by N. Naydenovyy (People's Republic of 
Bulgaria, deputy chairman for the State Planning Committee); A. Vagi (Hungarian 
People's Republic, department head of the Institute for Economic Planning) ; 

GC. Payke (ODR, department head of the State Planning Commission); Kh. Barrera 
(Republic of Cuba, director of the Computer Technology Administration of the 
Central Planning Council); U. Bolde-Erdene (Mongolian People's Republic, depart- 
ment head of the State Planning Commission); Ya. Kramarchuk (Polish People's Re- 
public, general director of the Government Computer Center for the Planning Com- 
miesion of the Soviet of Ministers); Kh. Menesku (Socialist Republic of Rumania, 
director of the Electronic Computer Center of the State Planning Committee) ; 

N. . Lebedinekiy (USSR, department chairman of the State Planning Commission, 
USSR); L. Krehemechek (CSSR, director of the Computer Technology Institute of the 
State Vlanning Commission) and the chairman of the CEMA Secretariat, Yu. V. 
Borodin. 


N. P. Lebedinskivy opened the conference. He stressed the great significance 
which is given in our country to the questions of the practical use of elec- 
tronic computer technology and economic-mathematical methods in the isprovement 
*f planning, and aleo noted that the accumulated experience of the cooperation 
of the planning bodtes of the CEMA member nations in the field of development 
of automated planning svetems attests to the sutual benefit of the present bi- 
lateral relations. N. P. Lebedinskiy expressed corviction that the further 
development of cooperation in this field on a multilateral basis will facili- 
tate the successful resolution of the planning modernization tasks facing our 
count ries. 
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K. A. Akhmedov, deputy chairman of the Soviet of Ministers and chairman of the 
State Planning Commission of the Ugbek SSR greeted the conference participants. 


In plenary meetings, the conference participants exchanged information on the 
estate, the problems and the prospecta for the building of automated planning 
calculation systems for the state planning bodies of the CEMA member nations. 
With consideration of the expressed opinions, the editorial group formed by the 
conterence (the chairman is the first deputy assistant to the head of the Main 
Computer Center of the State Planning Commission USSR, V. B. Bezrukov), prepared 
and approved the following: generalized material on "Methods for Construction 
and Experience in the Use of Automated Planning Calculation Systems of the Gov- 
ernmental Planning Bodies of the CEMA Member Nations"; proposals for a program 
for the exchange of experience in the cited field for the period from 1982 to 
1984 and a draft resolution of these questions for the upcoming lith Conference 
of the Assistants to the Chairmen of the Central Planning Bodies and other 
responsible figures, who are in charge of questions on the improvement of plan- 
ning and management systems of the economies of the CEMA member nations. 


The generalized material notes that in the planning bodies of the CEMA member 
nations, great attention is given to the development and application of economic- 
mathematical methods and electronic computer technology for purposes of planning 
modernization. The works in the CEMA member nations in this field are identical 
in their initial theses and final goals. Thus, the necessity for the complex 
solution of the problem of automating planning with consideration of its method- 
Ological, informational, mathematical, technological and other aspects and the 
expedience of sequential introduction of the methods and means being developed 
for information processing into the practice of planning, both for resolution of 
traditional, as well as basically new economic planning problems, are generally 
recognized. In this, the basic goals of planning process automation lie in an 
increase in the balance and the operability of planning calculations, more com- 
plete coordination of the indicators of various sectors of the state plan, the 
provision of multiple variance of the basis and optimization of the planning 
decisions, improvement in the follow-up for plan fulfillment and the development 
of a planning information base. 


Within these general theses, two approaches to their implementation may be iso- 
lated. The first is oriented towards the systemic application of economic-mathe- 
matical methods and electronic computer technology in planning and contemplates 
the development of a veneral concept for the construction of automated systems of 
planning calculations, whose stage by stage realization provides a sequential 
improvement in the planning practice. In this case, the design and introduction 
of automated systems into che work of the planning bodies are being conducted 
according to a common long-range plan, parallel to all of its supporting sub- 
svetems and functional assignments in conditions of a clearly determined organ- 
ivational structure. The second approach gives preference to local automation of 
plannirg calculations and independent development of separate software. The 
central planning bodies of the CEMA member nations, who support this approach, are 
basically developing short-term programs for the automation of planning calcula- 
tions in order to solve the next urgent problems. 














It is indicated in the generalized material being considered that the economic- 
mathematical models being developed and used in the central planning bodies of 
the CEMA member nations «re designed, chiefly, for medium and long-range plan- 
Hing caleulations, Modeling methods in the annual planning mode are used in 
the planning bodies of the GOR, the Polish People's Republic and the USSR. 


Interindustry balance of payments, industry and complex optimizational, eco- 
nomic, a8 well as simple regressive models, have received the greatest dis- 
semination, 


Cost and real-cost interindustry balance of payments models are composed by the 
planning bodies of a majority of the CEMA member nations and are used basically 
tor justification of control figures for the last year of the long-range plan. 
Dynamic interindustry models are used by the specialists of the planning bodies 
of the People's Republic of Bulgaria, the Hungarian People's Republic, the 
Soctalist Republic of Rumania and the USSR at the national economic level and in 
the People's Republic of Bulgaria, the Polish People's Republic, the Socialist 
Republic of Rumania and the USSR at the industry level as well, and in the 
Socialiet Republic of Rumania, at the level of individual objects of capital 
construetton., An optimizational model for the development and distribution of 
agriculture is prepared in the State Planning Commission of the Mongolian Peo- 
ple's Kepublic. 


lhe econometric models being created in a number of CEMA member nations are used 
in the planning bodies, either as an instrument of so-called passive prediction, 
or in an imitational mode. 


fhe simplest regressive models, especially trend models, find use for the predic- 
tion of individual indicators in the planning bodies of the Hungarian People's 
Republic, the GDR, the Polish People's Republic, the Socialist Republic of 
Rumania and the CSSR. 


In the general opinion of the experts, the economic-mathematical models are used 
most widely in the activity of the planning bodies of the Hungarian People's 
Republic, the Polish People's Republic and the USSR. There are also extensive 
works in these countries and in the CSSR for the formation of systems of economic- 
mathematical models. 


the generalized material gives the characteristics of the universal system soft- 
wire available in the planning bodies of the CEMA member nations. It is noted, 
in particular, that the pool of electronic computers consists basically, of 

third generation electronic computers with a capacity in their operational 
storage devices of no less than 512 kilobytes and magnetic disk storage devices 
with varying capacity (from 7.25 to 100 megabytes). Moreover, minicomputers are 
widely used in a number of countries. In the majority of the computer centers 

of the planning bedies of the CEMA member nations, modern softwear is used, where 
the use of multiprogram operational systems and programming systems based on Pro- 
gramming Language 1, FORTRAN, COBOL and others is common for all computer centers. 
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Works in the field of building automated data banks for the planning organs of 
the CEMA member nations are directed towards the formation of integrated data 
bases for complexes of tasks, designed according to unified, methodological 
principles, which have a common logic structure and which function in the frame- 
work of a common system for data bank management. 


The proposals under the program for cooperation from 1982 to 1984, developed in 
the course of discussions and with consideration of the directions in the further 
works for planning automation in the CEMA country members, include the following 
basic themes: organizational principles and methodology for the development of 
automated planning calculation systems; the use of economic-mathematical models 
to improve planning; problems of information support, the creation of data banks 
and the development of technical and economic information classification systems 
and the experience in the practical use of automated planning calculation systems 
in planning operations. 


The conference participants expressed satisfaction in its results, which will 
tacitlitate the practical solution of tasks which face socialistic countries in 
the field of planning modernization based on the use of modern electronic com- 
puter technology and economic-mathematical methods. 


COPYRIGHT: Izdatel'stvo "“Ekonomika,"” "“Planovoe Khozyaystvo,” 1980 
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GERMAN DEMOCRATIC REPUBLIC 


RAILWAY NETWORK TO BE FURTHER ELECTRIFIED 
Bonn INFORMATIONEN in German No 18, Oct 80 pp 14-15 


|'Background' report by FRG Ministry for Inner-German Relations: "GDR Reichsbahn 
Network To Be Further Electrified") 


[Text] According to GDR planning projections for the coming 
five-year plan (1981-1985) an additional 700 km of GDR Rail- 
road [DR] tracks are to be electrified; so far, only 1,514 

km (11 percent) of the total network of 14,199 km have 
electrified tracks. The GDR hopes that the new measures 

will result in better energy use of the brown coal which is 
still available here in abundance and from which approximately 
85 percent of GDR electricity is produced, as well as, above 
all, in reduced imports of expensive fuels needed to operate 
diesel locomotives, the principal means of transportation. 


In a talk to transportation officials in Gotha at the beginning of this year, 
Minister for Transportation Otto Arndt pointed out that increased conversion of the 
DR to electrified operation will be the central task for the GDR railway system in 
the eighties. Arndt said among other things: 


"During the coming years, electrification will be the DR's most important ration- 
alization measure to meet growing transportation challenger and, at the same time, 
to reduce primary energy costs by about 20 percent and levor requirements by about 
10 percent by 1985. Because of the high energy effect.veness of electrified rail- 
road transportation and because of the fact that domestic construction capacities 
and locomotives built in the GDR can be used, the electrification must be con- 
e‘derably accelerated." 


With these reequipment measures the DR is trying to take into account the statisti- 
cally proven facts that--measured in terms of specific energy consumpt ion-——the 
locomotive and transport achievement produced by electric locomotives is superior 
to all other transportation means. 


However, it is only in the last 2 years that the increased electrification of the 
DR has been intensively promoted. Up to that time--for more than 20 years-- 
preference had been given to the changeover from steam locomotives to diesel loco- 
motives. 
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This important decision in traffic policy had primarily been based on the fact that 
compared to electric locomotives the construction of diesel locomotives required 
considerably less expenditure, and that the use of diesel locomotives was not 
limited to electrified tracks. 


However, the changeover process took a long time because the railroad network had 
to be expanded first and industry investments were given priority over the moderni- 
zation of railroad transport. Whereas in 1960 94.4 percent of all locomotives in 
the GDR were still powered by steam (diesel locomotives: 0.7 percent; electric 
locomotives: 4.9 percent), the ratio had changed considerably after 10 years: the 
percentage of steam locomotives had decreased to approximately 42 percent, diesel 
locomotives hed risen to more than 41 percent, and electric locomotives had a 

share of 16 percent. 


The changeover process continued up to this year. According to GDR statistics of 
WO April 1980, steam locomotives have decreased to about 9 percent, diesel loco- 
motives have increased to about 72 percent, and electric locomotives to 19 percent. 


The preference given during the past years to a changeover to diesel locomotives 
was the reason that electrification of railroad tracks was only of secondary impor- 
tance during that time. Since the beginning of the sixties--in 1960 there were 

708 km of electrified tracks in the GDR--the speed of electrification of railroad 
lines has decreased from one five-year plan to the next. Whereas before 1970 

650 km of tracks were electrified, the GDR traffic management changed only 97 km 

of tracks to electricity between 1971 and 1975. 





In 1977/78, the absolute low point of electrification efforts wus reached. 
According to official statistics of the CEMA Secretariat in Moscow, a total of only 
6 km of electrified tracks was built in the GDR in those 2 years. 


According to information provided by the GDR transportation minister, last year 
the GDR electrified a total of 94 km of tracks through the concentration of in- 
vestments on main railroad lines that needed improvement, and through several 
concentrated construction projects. 


A comparison between electrified railroad lines in the European CEMA countries 
shows that the GDR is in last place among them. The percentage ratio of electri- 
fied railroad tracks in relation to total track length in the different countries 
is as follows (as of 1978): Bulgaria 36 percent. USSR 29 percent, Poland 27 per- 
cent, CSSR 22 percent, Romania 18 percent, Hungary 17 percent, GDR 11 percent. 


The GDR also trails ‘a the speed of railroad track electrification as compared to 
the construction and modernization efforts by the other CEMA countries. In first 
place among the CEMA countries in the conversion of railroad tracks to electrified 
operation are the USSR, Poland and Romania. The difference in the speed of 
electrification between the GDR and the other CEMA countries during the past 13 
years can be seen in the fact that only about one-tenth of the railroad tracks 
electrified in Poland was electrified in the GDR during the same time. 


The respective plans that were now published in the GDR, "to create in the traffic 
system and other branches of the national economy conditions for a greater speed o1 


46 











the electrification of the German railroad between 1981 and 1983," do not reveal 
how these goals are to be reached financially, especially since the railroad 
tracks to be electrified are first scheduled to be reconstructed into dual tracks. 


And even ff the GDR should succeed in electrifying an additional 700 km of tracks 
by 1985, it would still be in last place among CEMA countries in this form of 
traffic modernization with a ratio of 15 percent of tracks that would then be 
electrified. 
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MODERNIZATION OF ENTERPRISES ORGANIZATIONAL SYSTEM DISCUSSED 


budapest PARTELET in Hungarian No 11, Nov 80 pp 12-17 


[Article by Istvan Lendvai, deputy chief of department of the Central Committee: 
"Modernization of the Enterprise Organizational System") 


[Text] The Hungarian economy began to develop rapidly following the Liberation. 
Under the new social conditions, it was a basic goal of industrial policy to de- 
velop a large domestic industry which would be competitive even with industrially 
more developed countries. Following the changes in ownership and the goals of 
industrial policy, the form and organization of management have also changed 
greatly. In the course of the last 3 decades, Hungarian heavy industry was de- 
veloped which is the foundation of our economic development. The establishment of 
large socialist enterprises made it possible--in spite of all of our difficulties 
and concerns--to meet the country's rapidly increasing demands, on the one hand, 
and to make them the bases of the ever more significant international barter and 
cooperation. 





The process of large enterprise development was aided and speeded up from many 
respects by the centralized organization which took place in the 1960s. The or- 
ganization of industrial enterprises went through a great change during this time. 
The extent of centralization is indicated by the fact that the number of enter- 
prises decreased at that time by about 40 percent. As it is well known, the 
measures were based, among other things, on the fact that organizations which 
have larger intellectual and material resources can make a better use of both 
technical and market possibilities. 


The facts of the past decades clearly show that the organizations which became 
larger and more concentrated were better able to meet the demand for growth, es- 
pecially quantitative growth. This does not mean, however, that the proliferation 
of large organizations created a favorable situation in every respect. The per- 
manent shortage of certain--mainly consumer--products is also related to the nega- 
tive economic effects of organizational makeup. 


Precisely as a result of the earlier economic development, economic conditions have 
greatly changed by today. Our special problem today is how to cope with the great 
changes in the external conditions. Since we cannot change them, we must adapt 
ourselves--and the various, including organizational, elements and framework--to 
them. 
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The new conditions are also reflected by the fact that production became more ex- 
pensive and the country became more sensitive toward the price changes on the 
foreign market and toward the market conditions. It is becoming more and more 
clear that it is increasingly difficult under the new market situation to sell 
goods made in the earlier production structure with outdated technology and ever 
increasing costs. It is apparent from this that the country's external and internal 
economic balance depends on an economy which is updated more rapidly and which is 
more efficient in production and marketing. To increase the competitiveness of our 
products and to make the marketing of modern products more efficient, a rapid 
technological development and a flexible market economy are required. 


International competitiveness is, of course, also .elated to other things beside 
the problem of modern technology. To find a market or a buyer is not the only 
objective. We can participate in international barter trade only if our exported 
products can be sold at good prices or if the cost of domestic goods’ production is 
competitive with prices recognized by the world market at the time of purchase. 


One of the basic objectives of the economic management system's present improvement 
is precisely to increase the proportion of profitable and modern products, and to 
set the cost of our products to world market prices, i.e., to make the process of 
production and market ing--from research to marketing of the product--rapid and 
flexible enough so that it can follow the changing demands of the foreign markets. 


Not all production and organizational structures can efficiently serve to improve 
the economic balance. We want to change this, on the one hand, by eliminating un- 
profitable activities, by decreasing their central subsidy, and by regrouping them 
into other, more efficient activities. On the other hand, we want to update the 
organizational system by making every element of the economy (the enterprises, 
factories, plants, shops) sensitive to changes in the market, i.e., to economic 
demands and conditions of the world market which we must face as objective circum- 
stances. 


In Line with the Demands of Development 


These econo-political goals can be reached through the further development of the 
entire economic management system. This is what the system's continuous moderniza- 
tion is supposed to aid, and this is the effect of improving the work, and de- 
creasing the staff of central and governmental organs; of changing the organiza- 
tional structure of industrial management; of the present review of the network of 
research and organizational institutes and their more direct connection to the 
production process; and of further improving the enterprises’ organizational system 
to make them more adaptable to the new circumstances. 





The modernization of the enterprises’ organizational structure has many resources 
and possibilities for the improvement of economic efficiency. We want to exploit 
this possibility, on the one hand, by improving and modernizing this structure and, 
on the other hand, by modernizing the organizational system within the enterprise 
and the mechanism of internal management. 


The enterprise organizational system is too centralized in Hungary today, and large 
enterprises have the upper hand. At the same time, the well-equipped small and 
medium-size enterprises are missing. According to international experience, there 
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is a double tendency in industrial development. On the one side, large enterprises 
play an increasing role, mainly in areas where they are needed for technological 
advancement, mass production, and acquisition and maintenance of markets. On the 
other side, the proportion of small and medium-size factories also increase signi- 
ficantly in the same countries. They play a significant role in domestic supply 
and, at the same time, serve as a supplementary background industry for the large 
enterprises. The experience of recent years shows that countries which have a well- 
distributed organizational structure can adapt themselves better, more easily and 
effictently to economic and market conditions. 


Notwithstanding, the number of independent economic units in Hungary has shrunk to 
about half between 1960 and 1980. Most of the small plants and cooperatives run by 
councils were incorporated by large enterprises as industrial units. This played a 
role in that the economy's flexibility has not increased adequately, and if we con- 
sider that the large enterprises’ internal accounting and interest relations hardly 
improved, i.e., that the large enterprises’ factory units are isolated from the 
effects of the market, then it is clear that this organizational change does not 
strengthen the economy's adaptability. 


But the anachronism of the enterprise organizational structure is manifest in other 
ways, too. The fact that research and technical development is frequently separated 
from the enterprise management in a way that alienates the research, developmental 
and organizational institutions from the production enterprises’ system of interest, 
also has a negative effect on economic efficiency. Their organizational isolation 
and the lack of mutual financial interest makes the use of research in production 
processes difficult. 


There is a similar concern regarding the relationship of production and marketing 

as well. The foreign trade enterprises are not only organizationally separated 

from the production enterprises but their lack of, or weak, organizational relation- 
ship is coupled with loose relacionships of interest. This weakens the mutual 
effect of production and foreign trade and decreases the efficiency of marketing. 


Evidently, these relati' «© re not so clear and simple in the complex system of 
economic life. In re. , ere are, of course, efficient producing and marketing 
organizations. There a.e, ° the same time, entirely outmoded and outdated 


Structures as well. In oracr to be able to assess the goal, essence and meaning of 
changes that become necessary at various locations, we must look at the problems-- 
and the efforts to change--which characterize the economic proc2sses as a whole. 


It also follows from this that we must not change, of course, the entire enterprise 
organizational system, that we should not consider the operation of large enter- 
prises as inherently faulty, and that we may not hope to solve all of our problems 
by increasing the number of small and medium-sized enterprises. We are dealing here 
with a process in which we must find the points where the size and organizational 
complexity of the enterprise is out of proportion with the demand for market flexi- 
bility (resulting from product characteristics), and where the production and 
marketing process requires another form of organization. At the same time, a net- 
work of small and medium-size factories must be created which can, as an integral 
supplement to the large industry, flexibly follow public demand, the production's 
cooperational demand, and the possibilities of exporting. 














What Changes are Necessary? 


Experience shows that we must exercise caution and due discretion in dealing with 
organizational questions. However, this does not mean that we should overlook the 
existing and necessary possibilities for change or that we should accept for a long 
time an enterprise organizational structure which has become obsolete. For this 
reason, the party and government leadership decided to take more decisive steps 
toward the improvement of the enterprise organizational system through following 
the changes in the economy and through keeping pace with the modernization of the 
economic management system. 


An important element of the necessary changes is the examination by government 
authorities of the enterprises’ existing organizational systems. The ministries 
designated those enterprise organizations where the examination was justified, and 
they worked out, together with the enterprises, proposals for the necessary changes. 
Government organs have already discussed and accepted several of these proposals. 

On the basis of proposals that have already been accepted, several trusts will be 
closed down. Some units which belong to trusts or large enterprises will become 
independent enterprises. In some areas, where a close management by a trust is not 
f‘ustified but where some kind of central control and coordination is needed, central 
offices have been created within the ministries which will coordinate these inde- 
pendent enterprises on the highest level. It is important to emphasize that only 
those factory units, factories and plants should continue to be independent or be 
organized into enterprises where the vertical relations between the large enter- 
prise's factory units are loose and deficient, i.e., where the individual factories 
are, in themselves, closed manufacturing and producing units--or can be made such 
with little investment. 


This process (i.e., the organization of factories and factory units into independ- 
ent enterprises) cannot be considered either as a general task or as a campaign. 
The point is much rather that the enterprises’ organizational system should change 
into a flexible and efficient organizational form i: a continuous and most suitable 
way which follows economic changes and is more flexible and adaptable to market 
demands. Organizational modernization is thus not part of a temporary action, but 
a constant element of the modernizing economic management, an element which con- 
tinuously matches the enterprise organizational structure with life's changing re- 
quirements--albeit only to the extent that it is necessary and in areas where it 

is justified. 


It ts also one of our basic efforts to change the internal economic management 
system, economic flexibility and interest relation of medium-size and large enter- 
prises so that the factories and factory units, too, can sense the effects of the 
external market and be able and willing to do management and development work that 
is compatible with the requirements of real economic conditions. This process can- 
not be dictated to the enterprises from above. It is the concern and task of 
every enterprise to establish its own internal mechanism. The government's effort, 
essentially, is to make the enterprises more willing to introduce changes. This 
effort must be formulated now not as a wish or a desirable goal but as a definite 
requirement which at the same time aids the enterprises to develop an internal 
economic management mechanism that is the most modern and most sensitive under the 
given economic circumstances. 
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The development of the internal management system is hindered not only by a lack 
of knowledge about modern enterprise management, but in many cases also by a fear 
of sharing authority within the enterprise, and frequently by a lack of confidence 
in local leaders, To change this, both the social institutions and enterprise 
managers must adopt a new and modern way of thinking. 


The fact that the enterprise's internal management system has hardly improved in 
Hungary through the years, is mostly connected precisely with problems in attitude 
and conactousness. Now, when the requirements of both the external economic 
situation and internal progress moan more stringent tasks for the enterprises, the 
modernization of the internal mechanism becomes a basic element and essential 
requisite of staying afloat or moving forward. It must be noted everywhere that 
human creativity, personal responsibility and action that accepts risks and sacri- 
fice are the things which can lead to a higher level of development. 


The reorganization, i.e., the modernization of the internal mechanism of the enter- 
prises ts only one aspect of the task. In addition to the large enterprises, there 
is a need for a significant network of emall and medium-size factories. The 
building of thie network ie made easier if the independent factories and factory 
unite which secede from the large enterprises are organized into enterprises. But 
thie is not enough. We must find the way to speed up the establishment of small 
and medium-eize enterprises. The expansion of licenses for establishing enterprises 
is under preparation at present. We want to aid the existing management organiza- 
tions to create so-called branch enterprises. We also want to aid the cooperative 
movement to rapidly increase through a simplified process of establishing coopera- 
tives, the number of small units of production and service which are missing from 
the present enterprise structure. We formulated this unequivocally as a political 
goal, but the conditions and circumstances of the implementation have only been 
partly worked out, i.e., will be worked out in the future. However, the process 
has been started. It may be mentioned as an example that, in connection with the 
improvement of the industrial services, the Council of Ministers accepted a 
resolution to develop new and modern forms of service organizations. This way it 
will become possible to increase the number of industrial cooperatives faster in 
the future, and to have workers who, in addition t. their regular jobs, can work 

in the services of the so-called specialized groups which function in addition-- 

or belong-<-to the cooperatives. It will become possible to increase the number of 
small producers and artisans more rapidly, and to speed up the process of licensing 
for these industrial workers who want to go into services in addition to their 
regular jobs. 


Strengthening Political Responsibility 


It may happen that, because of rigid theorizing, ignoring reality or, in some cases, 
sheer habits, some people oppose the proliferation of small industry and small 


plants. It would be a mistake to disregard this. For this reason, he eliminating 
the onestdedness of the organizational structure and bringing problems out into the 
open make it mandatory for us to take a clear and definite stand: socialist 


progress in Hungary is being built at present--and will be built in the future--on 
industrial mass production. What we are dealing with here is eliminating the one- 


sidedness of organizational structure. We must not forget either that the network 
of emall and middle-size factories, namely, the improvement of industrial and ser- 
vice cooperatives which are filling gaps in public supply and mass industrial pro- 
duction. They are still needed today. 
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It may also be added that the workere' opportunity for moonlighting and the higher 
number of artisans entails only insignificant changes in the structure of the 
national economy as a whole. There is no talk about pushing socialist heavy indus- 
try Into the background or decreasing the leading role of workers in the heavy 
industry. On the contrary, the structural modernization of socialist industry as 

a whole, and the increase of its capacity and efficiency, will in reality strengthen 
the soctalist accomplishments, will boost the efficiency of production, and will 
improve public supply. This is somewhat similar to the process which took place in 
the improvement of agricultural household plots and subsidiary enterprises and 
which--we can already make this statement today--played, no doubt, a large part in 
the rapid development of Hungarian agriculture, in the strengthening of large 
agricultural enterprises, and in the outstanding results of the large socialist 
agricultural enterprises. 


(hus the organizational modernization of socialist enterprises is a must for 
economic progress. For this reason, it is necessary to overcome adherence to the 
earlier practices, prejudice against change, and fear of problems related to 
change to remove as many limitations of consciousness and attitude as possible. 


Everyone reckons with the fact that such a change entails many human problems, 
existential concerns, and conflicts arising from the change of habits. But, pre- 
cisely because the objective economic circumstances necessitate these changes, 
both the party organizations and social inetitutions must strive to implement the 
changes as smoothly as possible, eliciting as few economic difficulties and human 
conflicts as possible. This is a great task for both the party organizations and 
the state and economic leadership. It requires a higher [degree of] political 
responsibility in all areas. 


The initial experiences show that the preparations for organizational changes, the 
understanding of the goals and essence of the changes, and the elimination of un- 
favorable effects require more care and foresight, and more human concern. It is 
unacceptable to make preparations for organizational changes without discussing 

them in time with--and without soliciting the opinions of--the collectives concerned 
and, especially, the people directly concerned. Even a lack of goodwill originating 
from clashing interests and temporary opposition may be handled better by openly 

and clearly stating the necessity and reasons for the change and by involving the 
people concerned in finding the best solution. It is also unacceptable that in 

some cases the local party and social organizations are only being informed of 
finished facts. 


Fvery leader must accept the fact that questions which concern the destiny of 
people cannot be solved without people. He who acts in such a way, only multiplies 
his troubles. At the same time, there is another requirement connected with this 
matter: decisions which are mutually debated, and made after the debate, must be 
consistently implemented by everyone. A one-sided priority of personal interests 
and the undermining of the discipline in the implementation cannot be tolerated 
from anyone. The complex task of the party and social organizations is precisely 
to help in establishing flexible forms of organization and management that are in 
the interest of the national economy, to promote social acceptance of correc. 
changes, and to watch for the orderliness and discipline of the decisions’ imple- 
mentation. 
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VUFETLAMENVTAR’ ACIAViiibLo OF LARGE FARMS DELMED USiLFUL 
Pusapest TARDADALNI ScLiiLk in nungarian vo 11 Nov 89 pp 48-53 


{Article by Mayda Szekelyi, wuiversity professor of bLngineering and 
‘wita,ement lraaning institute of Ninistry of Agriculture and Food: 
“Um the Sup,ylewentary Activities of Large Agricultural Plants" ] 


{leat} an the perice betore the socialist reorganization the production 
ot bun arian agriculture increased annually by 1-1.5 percent. In the 
last decade the rate of development vas doubled this, 3 percent 
anmvually, and even exceeded it in the first half of the 1970's. As 

a result of this our secialist agriculture has given the hungerian 
peuple twlee as much basic food stuffs as earlier. At the same time 
tuere has been a considerable increase in agricultural and food exports, 
{rue which the foreign curreucy income has increased sixfold since the 
developwent of lary,e socialist farms. 


A decisive rele in these results was played by the fact that the large 
swcialast tarms were pradually ceveloped and reinforced, that in 
addition the forces of production increased to a considerable degree, 
and that the agricultural production be,an to be collected by means of 
vasic, modern industrial tacilities. 


vuriny, the last period of this developmental process the importance of 
tle Supplenentary activity of large farms has increased. The resolution 
vt the 2th Moat’ Congress drew attention to this fact: “From the 
viewpoint of the national economy it is necessary to support the 

useful supplementary activities of the agricultural enterprises and 
couyeratives."* 


sun arian a) riculture has rich traditions of supplerentary activities, 
yorwerly on larye estates and peasant farms alike food preparation, 
construction waterial production and construction, ticber processing, 
traisportatioa, sarceting, cottage and other small industry activities, 


—=— = — — — 


a") Japyar oeocialista ‘iunkaspart Xil, kongresszusanak jegyzokonyve." 
[ihe Keport of the Lith Congress of the Hungarian Socialist Workers’ 
varty), Kossutn Konyvkiado, 1980, 477 pages. 
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such as shoeing horses, and tepairing machinery and equipment were 

4 considerable part of farm management. For a long time during the 
period of socialist agricultural transformation the division of labor 
and specialization had a biased explanation, Partially because of this 
(and partially ae a result of the level of the forces of production at 
that time) production cooperatives were not allowed to have their own 
tractors during the 1950's, while by the middle of the 1960's legal 
measures most decidedly and strictly forbade industrial activity in 
connection with farming, for example, mixing fodder, repairing machinery 
and so forth. 


Changes were already gradually beginning in all of this during the 
preparation for the mechanical reforms, while the reforms legalized and 
opened the road to the development of supplementary activities. By 

the second half of the 1960's the state farms and the production 
cooperatives had not only developed agricultural production in the strict 
sense, but also the industrial service connected with it (for example, 
mixing fodder), and the processing and the direct sale of food as well. 
This set the base for the large farms, operating and specializing on a 
developed technical level, to go into mass production as long as its 
economic materialization does not at the same time necessitate 
industrial activities (construction, repair, fodder mixing, other services 
and so forth) or internal cooperation needed to market finished products, 
as industrial mass production generally does. 





The large-scale production of food and of food stuffs, a signifcant 
expansion of which followed in this same period, Likewise made it 
necessary for large, modern, farms to provide for the processing of some 
products and for direct sales to consumers. Without this some of the 

food produced would spoil, because it would only be possible to use part of 
the products, vety perishable and difficult to transport, which would 
habitually remain in large amounts on the farms after large-scale 
marketing to buying agencies and processing enterprises, or because of 
recurrent difficulties in marketing. 


The development of supplementary activities, mainly food industry 
processing on the spot, has been necessitated on large farms by the 

fact that significant numbers of village workers have left agriculture 
and become co: sumers of agricultural products since the trend towards 
large farms has become general. Along with the development of the 
wholesale food industry, the development of the food processing 
activities of large farms has also become justified because of demands 
for the elimination of gaps in food supply, for an increase in assortment, 
and for the production of goods meeting local customs and tastes. 


Large farms, primarily production cooperatives, have developed supplementary 
activities which are not at all connected with the agricultural production. 
As a result of using our existing capacity (labor force, buildings) to 
continue these activities (for example, industrial enterprise paid 

labor), to replace a lack of income or because of the deficient capacity 
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of emall plants, such activities have come into being to satisfy the 
actual need for products provided in this way. This part of the 
supplementary activities of large farms serves national economic purposes, 
and concerms national economic business, while the large farms are based 
on economic interests. 


l\inder these influences the supplementary activities of large farms 
developed at 4 rapid rate at the end of the 1960's and during the 1970's. 
The increase in enterprise independence with the implementation of the 
mechanical reform produced significant incentive for this. 


From the national economic viewpoint, generally to be considered to be 
helpful, in tndividual cases abuses and attempts to profiteer, in 
connection with outside people, occur along with useful efforts. The 

party and government resolutions introduced early in the 1970's helped to 
eliminate these harmful phenomena. Under their influence the supplementary 
activities developed in a helpful direction, while genuine plant and 
national economy requirements were satisfied. 





The sales income proportion from supplementary activities rose from 

i? pereent in 1975 to 44 percent in 1979 in the economy of the large farms 
(state farms and integrated farms, tree farms, agricultural production 
cooperatives, specialized cooperatives and associations). Almost 

80 percent of the supplementary activities of large farms is indirectly 
connected with agricultural production, and therefore “lengthening it" 
or serving it yields a more economic organization. These activities 
include crop shipping and drying, fodder mixing, wood production and 
processing, viticulture, agricultural machinery repair and agricultural 
construction, services accompanying the integration of small production 
and so forth. 


The accompanying table (page 4) exemplifies well the total and the 
proportions of the supplementary activities. 


food industry processing is important in the supplementary activities 
of the large farms. The farms began to develope this at the end of the 
1940's. The state farms have a larger share in food processing, while 
the agricultural cooperatives have a smaller share. There are also 
larwe differences ‘rom one megye to another. The production of four 
megyes (Bacs-Kiskun, Pest, Komarom and Hajdu-Bihar) provide more 

than half of the income derived from food industry processing. The 
large farms fulfill a much larger role than the national average in 
supplving some areas with food, and especially in expanding its 
variety. 


Lumber processing is associated with the forestry of the large farms. 
At present about 1,000 lumber industry units are busy supplying lumber 
industry basic materials and semifinished products in the first place, 
and also packing and other wood products. 
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Main Indicators of Activities of Large Farms in 1979 (in percentage) 


Agricultural and 
Agricultural State Forestry Farms 





item Cooperatives Farms Together 
Basic activities 56.5 63.4 57.4 


Supplementary activities relating 


to basic activities 32.2 33.8 33.3 
Including: 
- Food industry 4.7 11.6 6.1 
- Industry 4.8 5.2 6.3 
- Construction industry and 

transport 3.3 4.1 3.5 
- Commercial 19.4 12.9 17.4 


Supplementary activities unrelated 





to basic activities 11.3 2.8 9.3 
Ine Luding: 
- Light industry 1.2 - 0.9 
- Metallurgy and machine industry 4.0 2.1 3.8 
- Chemical industry 0.9 - 0.6 
- Construction industry and 

Transport 4.7 - 3.5 
- Other 0.5 0.7 0.5 
fotal of basic and supplementary 

activities 100 .0 100 .0 100.0 


Source: data from MEM STAGEK 


The need for cooperation in construction activities and other industrial 
service activities keeps increasing with the growth of production and 

the development of the technical base. The construction industry 
activities developed rapidly in the 1960's and the first half of the 
1970's. In addition practical experience has shown that it is not 
expedient to squander the construction and other industrial service 
capacities of the large industries for small-scale village construction 
and other services, scattered for the most part. It is obvious that the 
directly concerned large farms themselves organized part of the industrial 














services independently, or in the form of joint interenterprise coopera- 
tion with economy kept constantly before their eyes. 


The large farms unite most of their transport capacity with transport 
suited for their own, household and auxiliary farms, Transport suited 
tor outside customers constitutes only a few percent of the supplementary 
activities of the farms, which arouses criticism because a solution to 
local transport tasks is rather problematic, and at the same time the 
large farms have considerable free transport capacities available at 
various times. 


In the last few years commercial 4ctivity has increased more 
significantly and its quota proportion in the income from the 
supplementary activities is greatest. Some 60 percent of the returns 

in the commercial activities of the production cooperatives come from 
selling household produce, thus linked to ve tasks of integrating and 
organizing small-scale production. The cooperatives operate 
approximately 1,400 shops and 1,300 guest units. These units do not lave 
heavy traffic, but their role is important in local supply. In the 
development of marketing in their own shops the large farms can experience 
a decline, a block. For example, the number of large farm sites selling 
vegetables and fruit declined in 1980 from that of the previous year. 
However, because of the large reduction in the profit margin, a further 
increase in the share of sales directly through their own shops would 

be justified. 





Some of the large farms, mainly in the ™egyesS of Pest, Komarom and 
Veszprem, also provided machine, heavy and light industry activities in 
the 1970's. Most of the state farm production is composed of the 
manufacture of building elements and agricultural technology equipment, 
provided by a total of five or six farms. To a greater extent the 
machine, chemical and light industry activities are also directed towards 
the supply of tools and equipment necessary in agriculture. They under- 
take to supply industrial products -- hardware, mass products, clothing, 
plastics, textiles and garments, lumber and so on -- or to accomplish 
various operations for which there is a need in the national economy, 
and accept orders on contract. In many cases they perform work by 
fitting it in or by paid work. 


The authorities compress the supplementary activities unrelated to 

vertical food production arrangements by putting strict limits on them 
through legal measures and by the stringent prescription of possibilities, 
conditions and requirements. The proportion of the supplementary 
activities not related to basic production, and thus product supply and 
service outside of food production and paid work suitable for the 
industrial enterprises and cooperatives, in the entire income is 

il. 3 percent in production cooperatives, 2.8 percent in state farms and 
9.3 percent in all of agriculture. 








From what has been said so far, it is quite clear that in recent years 
in Hungary the production profile of large farms has or,anically 
absorbed all of those economic activities which are indispensable for 
assured performance of large-scale management within the vertical food 
production arrangements and for lack of worry about expanded reconstruction. 
Consequently vertically directed cooperation within the large socialist 
entities ts being expanded and diversified. Specialized production 
organizations developing in raw material production are more and more 
frequently occupied with processing, packing, stocking and selling 
directly to consumers, Thus at the same time specialization and 
vertically directed expansion are characteristic of the change in the 
production organization of the large farms, giving their management a 
more specialized, but at the same time more complex, nature. 


From the social and enterprise standpoint these changes are mutually 
beneficial. The vertical development of the farm management, along with 
the evolution of the specialized production organizations: 


— First of all results in more goods, and contributes to a betterment 
in the variety of goods supplied, to a supply of better food, sometimes 
to an expansion of the goods export base, and to reducing import needs; 


— To a significant degree aids in organizing the local industrial, 
transport, cultural and sanitary services, and helps satisfy needs; 


— By undertaking paid jobs and working them in it usefully complements 
the production of the extremely concentrated large industrial 
enterprises, and partially replaces lacking small and medium plant 
capacities; 


— [t facilitates better utilization of the basic working period of 
workers, and the solution of local labor force economy and 
employments tasks; and 


it expands the sources of income, and thus of stockpiling, for the 
large farms. As a result production increased significantly in many 
tarms and even became more profitable, while at the same time state 
support associated with harsh judgments decreased or disappeared. 


On the large socialist farms specialized large-scale production of 
goods gradually replaced the traditional, universal type of production 
characteristic of the peasant branch. In comparison with the 
universal peasant production, the profile becomes narrower, but at the 
same time expands in the vertical direction, because the specialized 
farms strive to develop industrial and service activities which are 
socially justified and useful from the standpoint of the national 
economy. Therefore we can justifiably call this process vertical 
development. As a result the farm economy is not limited to plant 
culture, animal breeding and gardening in the strict sense. Thus the 














demands of consumers can be better adapted to the producers and can 
be better satisfied. 


The supplementary activities of the large farms are developing in a good 
direction and to a satisfactory extent. These activites of the large 
farms have also contributed to satisfying national economic needs 

and to efficiency in management. In recent years the activities mainly 
related to agricultural production have expanded. Other industrial 
activities in contract areas have been carried out for the purpose of 
complementing large-scale production and in the interests of alleviating 
locally emerging employment difficulties, especially in regions of 
unfavorable characteristics. 





However, during the conduct and organization of the supplementary 
activities, minor worries have occurred in our times, particularly 
in service and outside activities organized in Budapest for more 
distant cooperatives. This occasional case has caused a great deal of 
harm, particularly in view of the political effect, by circumventing 
the stipulation of wage regulations and labor force economy. However, 
there is justification for the supplementary activities carried out 
away from the site of the large farms (setting up pools, cleaning, 
service and so forth). It is also true that activities performed 
outside of the technical site require greater attention on the part 
of the enterprise leadership, internal enterprise supervision and 
pertinent authorities. 


A great concern of the large farms is that for the most part the 
supplementary industrial activities are completed in production and 
service entities mechanized on an outdated low level. A significant 
part of the machinery and equipment consists of obsolete equipment 

of zero-value rejected by the industry or of leased equipment. It is 
characteristic that the productivity of the state food industry 
providing the majority of the total food industry production, 
disregarding a few exceptions, is greater than the productivity of 
the food processing plants of the large farms. 


Thus small-scale production is the rule in the majority of the processing 
plants of the large farms. It is well able to complement the production 
of the concentrated state processing industry but cannot compete with it. 
Instead of competition collaboration is desirable and expedient, with 

its main goal being to meet the everyday needs of the populace, to 
eliminate ,ups, and to usefully complement the activities of the 
industrial enterprises and cooperatives from the viewpoint of the 
national economy. A wide area of contact has developed by expanding the 
supplementary activities between the large farms and the industrial, 
commercial enterprises and the industrial cooperatives. However, the 
majority of these contacts are of an incidental and short-term nature. 

It is expedient to establish long-term cooperation based on joint 
interests between the large farms and the enterprises (industrial 
enterprises and industrial cooperatives). 











Another important question about the industrial activities of the large 
farms is improvement in the social circumstances of the workers. At 

the present time large farms well equipped with social establishments 
are rare, | in many places the facilities of the industrial production 
Lines ar: atively behind the average level. For this reason there is 
occasiona. recourse to authoritative penalties. However, the health 
protection measures aimed at preventing accidents must be maintained 
everywhere, and a guarantee of these conditions cannot be a subject 

of deliberation. Improvement in social facilities is an ongoing task. 


In recent years the monthly income of those performing industrial work 
and supplementary activities unrelated to the basic activities on large 
farms has been an average of 3,118 forints. The composition of the 
labor force employed in supplementary activities according to 
specialized training and the production indicators of the work force 
are less favorable than in industry. Because of seasonable distribution 
the staff employed in supplementary activities varies from 130,000 

to 150,000. In recent yeais the actual personnel in supplementary 
activities increased by 9,000-10,000. Of these a total of 3,500 were 
employed in branches outside agriculture. 


The demand and possibilities for further development of supplementary 
activities deviate widely from branch to branch and from region to 
region. For example, in the interests of bettering local facilities, 
there is a great need to expand the food industry processing, the 
local commercial and guest establishment facilities, and the services 
for improvement, culture and health. A differentiated approach to 
construction industry activities is necessary: in some areas it is 
only necessary to try to make better use of existing capacities, while 
elsewhere an expansion and development of reconstruction can be 
justified. 


Reexamination and amendment of some stipulations of the economic 
regulation system are essential for further development of these 
supplementary activities of large farms. For example, simplification 

of the regulations referring to price formation and amendment of the 
production task and the technical development stipulations are 
justifiable. The licensing process is also very complex and frustrating. 
There are permits which require almost twenty approvals, and therefore 
the processing time is 7 or 8 months. It is expedient to do away with 
such unreasonable brakes as soon as possible. 





In accord with the leth Congress resolution, we have the important tasks 
of further facilitating better utilization of local possibilities and, 
trom the national economic standpoint, of expeciting useful supplementary 
activities on large farms serving to better satisfy growing and 

changing demands. 
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YUGOSLAVIA 


AGRICULTURAL PRODUCTION CAPACITIES TO 1979 


Belgrade GLASNIK POLJOPRIVREDNE PROIZVODNJE, PRERADE { PLASMANA in Serbo-Croation 
No 10, Oct 80 pp 10-16 


[Article by Danilo Tomic, M. A.] 


[Text] Yugoslavia possesses favorable natural and climatic conditions for the de- 
velopment of agricultural production. Considering the specific natural and climatic 
conditions, which vary from region to region, in Yugoslavia various types of agri- 
cultural production can be organized successfully. Mechanized agriculture has been 
undertaken successfully in the plains regions of Vojvodina, Slavonia, Macva and 
Semberija, and in the alluvial plains of the Sava, Morava and Danube.! In these re- 
gions the most common agriculture is crop production, particularly grain and vege- 
table crops. The hilly and rolling regions of the country are more suitable for the 
development of orchards, vineyards and grazing. In addition to very favorable 
natural and climatic conditions, particularly in land terms, Yugoslav agriculture 
also has at its disposal other production capacities, whose rational utilization 
contributes greatly to better and more rapid development of agriculture (including 
numbers of livestock, equipment for agricultural mechanization, irrigation systems, 
the rural population involved in agriculture, general and permanent employment, and 
other factors). 


The purpose of the present study is to show the productive capacities of Yugoslav 
agriculture, with a separate survey of the agricultural status and capacities of 
Vojvodina, in order to determine a manner for their utilization and trends that have 
emerged in the postwar development of agriculture. Data have been used from the 
STATISTICAL YEARBOOK OF YUGOSLAVIA, the STATISTICAL YEARBOOK OF VOJVODINA, and other 
statistical bulletins, as well as other publications. 


Land 
Yugoslavia has about 25,580,000 total hectares of land, of which 25,540,000 is dry 


land. Of this 14, 388,000 hectares or 56 percent is used for agriculture, while the 


* 11,152,000 hectares or 34 percent is devoted to other purposes (data from 
1975). 
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The most important factor for the successful development of agricultural produc- 
tion is land, and therefore this factor will be analyzed in detail. 


Table 1. Yugoslavia's Agricultural Land by Categories of Use in 1,000 Hectares 


—— 











a a 2vuenro =}: Caretive povrtine 4 Pabnjeci «Bere. 
b FY®G8 7 Orgenice 4, voenjac! yinogradi livede tretici | 
* 10 —*p 
1946 13600-96600 ss 7380-—Cs288——iSS 170 3240 1608 
1950 13900 «699700 7230 4B CSF 66—8⏑ 4180 69 
1955 14800 10100 7530 392 280 1910 4650 67 
1960 1s000 10300 «67670 «6.410273 1800 H7NCC«iSGS 
1966 14800 10200 7570 437 259 #1940 «64510 674 
1970 14695 10153 7497 454 24 1948 4783 60 
1976 4401 9963 «#7291 468 246 «861958 8643580 8680 
1978 144960 233289 72— 476 207 2012 4342 38 
Key 
l. year 6. total 
2. total 7. crop lands 
3. cultivated surfaces 8. orchards 
4. grazing land 9. vineyards 
5. ponds, marshes and fishponds 10. meadows 


Sources: Statistical Yearbooks of Yugoslavia, 1946-1979 


Analysis if the data in Table 1 reveals that qppeoweneee lands grew gradually in 
the period 1946-1960, and declined thereafter. 


The increase in agricultural land until 1960 resulted from the expansion of agri- 
cultural (largely cultivated) land surface through cultivation of previously non- 
agricultural lands because of rising demand for agricultural products. After 

1960, a decrease in agricultural lands came as a consequence of the more rapid 
expansion of urban (industrial) settlements, the infrastructure, and other factors. 


in the total agricultural land structure, cultivated land is the most prominent 
category. In 1946, of the total 13.6 million ha of agricultural land, 9.66 million 
ha, 71 percent, were in the cultivated category, with the remainder of 3.94 million 
or 29 percent being devoted to other uses. In 1978, of the total 14.436 million ha 
of agricultural Land, 9.939 million were under cultivation, or 65.1 percent, while 
4.497 million ha or 34.9 percent were pastures, ponds, marshes and fishponds. 


Analysis of the structure of cultivated lands shows that the most important cate- 
zory is plowed crop land and gardens, with much smaller shares devoted to meadows, 
»rehards, and vineyards. In 1946, of the total 9.66 million ha of cultivated land, 
).38 million hawere devoted to crops and gardens, or 76.4 percent. Meadows 
accounted for 1.73 million ha or 17.9 percent, orchards 298,000 ha or 3.1 percent, 
and vineyards, 255,000 or 2.6 percent. In 1978, of 9.939 million ha, crop lands 
ind gardens covered 7.204 million ha or (72.5 pe«cent), pastures 2.012 million 
hectares (or 20.2 percent), orchards 476,000 hectares (or 4.7 percent), and vine- 
yards 247,000 ha or 2.5 percent. 
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These data show the very slight, insignificant variations in the categories that make 
up the structure of cultivated lands during the period. 


lt is also interesting to examine the manner of utilization of crop lands (the plant- 
ing structure of Yugoslav agriculture); this is shown in table 2. 


Table 2: Crop Lands in Yugoslavia According to Use in 1,000 hectares 




















— 9 10 
Zasejene povrbina 

a Ott aoa Sa hindustr 7 povrtng: krmno an. 
L ) . bile = Bilje Bile povriine 
1947 a 7030 6280 5220 331 8 4 24 745 
1950 7230 6600 5190 444 465 545 32 £597 
1955 7530 6860 5470 371 482 535 47 #570 
1960. 7670 7210 5650 324 514 719 26 465 
1965. 7610 ©7050 5230 414 588 814 22 (SBI 
1970 7497 6797 4935 410 636 816 14 693 
1975 7321 5711 4748 429 652 882 2.7 603 
1976 7291 6702 4737 432 651 882 27 580 
1978. 7204 6524 4429 540 651 904 38 670 

Key: 

l. year 6. industrial crops 

2. planted land 7. garden crops 

3. crop lands and gardens 8. feed crops 

4. total 9. nurseries 

5. grains 10. fallow and uncultivated lands 


Sources: Statistical Yearbooks of Yugoslavia, 1954-1979 


The data in Table 2 show that, of the 7.03 million ha of cultivated land, 6.28 
million ha or 89.3 percent were planted, while 747,200 ha (or 10.7 percent) were 
nurseries or fallow land or were not utilized (data for 1947). In the same year, 
ot 6.28 million ha of planted land, 5.22 million ha or 83.2 percent were sown with 
grains, 331,000 ha or 5.2 percent with industrial crops, 368,000 ha or 5.8 percent 
with garden crops, and 364,000 ha or 5.7 percent with feed crops. In 1978, of the 
total 7.204 million ha cultivated, 6.524 million ha or 90.5 percent were planted 
and 670,000 ha or 9.5 percent were uncultivated, fallow, or nurseries. Of the 
6.524 million ha planted in 1978, 4.429 million ha or 67.8 percent were sown with 
grain, 540,000 ha or 8.3 percent with industrial crops, 651,000 or 9.9 percent 
with vegetables, and 904,000 ha or 12.5 percent were sown with feed crops. 


The great preponderance of grain crops, on the one hand, and the minimal plantings 
of industrial crops, vegetables and feed crops on the other, can be discerned in 
the planting structure of Yugoslav agriculture. In other terms, the relatively 
extensive development of agricultural production in the post war years can be seen. 
In the last several years, however, and particularly since 1973, the opposite trend 
can b noticed. Changes are occurring in the planting structure, with the surface 
planted to grains declining (by about 1.2 million ha in 1978 compared to 1960), 
while the land planted with industrial crops, vegetables and feed crops is con- 
stantly on the rise. This results from the accelerated agricultural and economic 
development of the country as a whole. Needs for various high quality processed 
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agricultural products are growing, and changes in the planting structure to 
meet these needs are becoming increasingly a necessity. Besides this factor, 
yields from hybrid plants, particularly grains, have been increased signifi- 
cantly per unit of land, thus assuring adequate quantities of these products 
even from reduced amounts of land. 


Since Vojvodina has significant production capacities in this area, we will 
present its agricultural and cultivated land data and examine the differences 
in the manner of use of these hectares in Vojvodina as compared to Yugoslavia 
as a whole (Table 3).4 


Table 3. Agricultural Land in Vojvodina by Category of Use in 1,000 ha 














Godina 2 Ukupno ; * — Padnyac: bo. Ribhide: 
l 4, Svece 5 oragnice votnje vino |ivede 

a A 5 c 7ores! 3 
1964 1829 1653 1978 70 8625 40 155 17 4 
1965 ſsze ſ6so 1s570 10 2040 16603 17 4 
1970 1614 1649 1574 1 23 40 146 15 4 
1973 1811 1645 1574 1 2 8 142 — 
1975 1810 «(16400 isss 12 2 238 144 17 9 
1978 1798 1628 1564 12 19 33 143 16 10 

Key: 

l. year 7. vineyards 

2. total 8. meadows 

3. cultivated land 9. grazing lands 

4. total 10. ponds 

5. arable land ll. fish ponds 

6. orchards 


Sources: Statistical Yearbooks of Vojvodina, 1964-1979 


In 1964, of the total of 1.829 million ha devoted to agriculture, 1.653 million 
na or 90.3 percent were cultivated, while the remaining 176,000 or 9.7 percent 
consisted of grazing lands, ponds, and fishponds. In 1978, of a total of 1.798 
million ha of agricultural land, ].628 million ha or 90.5 percent was cultivated, 
while the remaining 170,000 ha or 9.5 percent were pastures, ponds and fishponds. 


The data in Table 3 show that in 1964, of the total 1.653 million ha under culti- 
vation, crop lands and gardens accounted for 1.578 million ha or 95.4 percent, 


orchards for 10,000 ha or 0.6 percent, vineyards for 25,000 ha ’.5 percent, 
ind meadows for 40,000 ha or 2.5 percent. The situation had nc nged markedly 
by 1978: of the total of 1.628 million ha under cultivation, crc inds and gar- 


dens accounted for 1.564 million ha or 96.0 percent, orchards for i2,000 ha or 
0.7 percent, vineyards for 19,000 ha or 1.2 percent, and meadows for 33,000 ha 
or 2.0 percent. 


[f we compare the data of Table 3 with those of Table 1, we note that crop lands 
and gardens are much more predominant in Vojvodina (about 95 percent of all land) 
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aa the method of use of cultivated lands than ia the cawee for Yugoslavia 48 a 
whole (where about 0) percent of the arable land ia in ropes and garden produce), 
On the other hand, orchards, vineyards and meadows are much rarer in Vojvodina 
than in Yugoslavia as a whole (when Tables 1 and 3 are pared). 


the manner in which cultivated lands are used in Vojvodina is shown in Table 4, 





lable 4, Cultivated Lands According to Use Vojvodina, in 1,000 hectares 
§ Zese,ane povrtine 4 
Godine , Orerice — — voor! | ne 
ib v ‘ —34* *r ave we 
vaste , waupne 6 ite ; ie. ypevrce 9 ie ya 
1 ted 1580 1$71 1170 174 66 161 9 
1965 1570 155! 1130 ‘68 69 164 19 
1970 1574 1465 1085 217 75 108 87 
1973 1574 1549 1195 24 84 108 24 
1975 1569 1$$2 ‘144 228 60 100 16 
1978 1564 1522 1042 314 82 86 4) 
Key: 
Ll. year 6. grains 
crop land and gardens 7. industrial crops 
J. planted land 8. vegetables 
4. taliow and unused land 9. teed crops 
total 
uurces: Statistical Yearbooks of Vojvodina, 1964-1979 


in 1964, of the total 1.58 million ha of cultivated land, 1.571 million ha or 
99.4 percent were planted, while 9,000 ha or 0.6 percent were fallow or unused. 
l. million ha planted that year, 1.17 million or 74.5 percent were sown 
with grains, 174,000 ha or 11.1 percent with industrial crops, 66,000 ha or 4.2 
ercent with vegetables, and 161,000 ha or 10.2 percent with feed crops. In 1978 
the situation was changed somewhat. Of the total 1.522 million ha cultivated, 
|.042 million ha or 68.5 percent were sown with grains, 314,000 or 20.6 percent 
with industrial crops, 82,000 ha or 5.4 percent with vegetables, and 86,000 ha or 


».6 percent with freed crops. 


These data show a slight decline in the amount of Land planted with grains in 
ivodina, while the land planted with industrial crops has been growing signif- 
icantiv. That n be explained by the more rapid development of the food processing 
trv, ie! rough the nstruction of new sugar refineries and oil pro- 

ucine plants and the reconstruction of existing facilities. Lands planted with 
egetabi« ive shown a moderate growth, while the land sown with feed crops has 
leclined constant! as a result of the diversification and decline in the number 
Live in | vodina 
iwricultural production in Yugoslavia is organized into both social and pri- 
sti idings., ible 5 shows the relationship between these categories of cultivated 
na i 


Ot 








Table 5. Cultivated Land by Type of Holding in Yugoslavia, in 1,000 ha 





Gooine 2 Veupne — Oruttvene gedeinetve 4 indivieusine guasinetve 
1954 9980 9?! 9060 
1957 10200 627 9380 
1960 10300 1030 9230 
1965 10300 1413 8840 
1970 10153 1489 6664 
1972 10092 1504 8588 
1974, 10007 1509 A498 
1976 ove 1§33 8429 
1977 936 1580 6355 
1978 9936 1580 8356 

Key: 

l. year 3. social ownership 

2. total 4. private ownership 


Sources: Statistical Yearbooks of Yugoslavia, 1954-1979 


in 1954, of the total of 9.98 million ha of cultivated land, 921,000 ha or 9.2 
percent was in social ownership, while 9.06 million ha or 91.8 percent was in 
private hands in Yugoslavia. in 1978, of the total of 9.936 million ha of cul- 
tivated land, 1.58 million ha or 15.9 percent was socially owned, and 8.356 mil- 
lion ha or 84.1 percent was owned by private individuals. That means that lands 
in social ownership were constantly increasing in the period 1954-1979, while 
lands in private hands were decreasing. These two opposite manifestations were 
the consequence of the development of social agriculture and the gradual social- 
ization of individually owned agriculture. These factors are mutually related 
and interdependent. The development of one manifestation in the future can take 
place chiefly at the expense of the course of the other. Due to the slowness 
with which socially owned lands have increased (primarily by purchases of land 
from individual households, abandonment, noncultivation and irrational utiliza- 
tion of significant amounts of individually owned households have occurred (par- 
ticularly where such households belonged to aged owners, as well as lands in hilly 
and rolling regions are concerned). 


In that connection, Professor ?. Milenkovic writes: 


"Socially owned lands do not have much interest at the moment in purchasing land in 
general, since through the production of their usual crops they achieve relative high 
earnings per employee, and are not obliged to seek to expand their land holdings. 
Besides that, the purchase of new lands wo ld require new finances, and these cannot 
be obtained on tavorable terms. Therefore, many social cooperatives make it almost 

1 condition for acceptance of new land that the agricultural worker assure cheap bank 
financing, with low interest and long terms of repayment (such as 20 years at 3 per- 
cent interest). The society must be aware of this situation, for if not the entire 
opportunity can be missed. Such social situations will probably have their weight 

as well, but in the last analysis, no one has the right to expect that a particular 
economic organization will resolve a social problem in its area of involvement in the 
name of the entire society without broader social solidarity, or without acting in its 
own economic self-interest." 











Therefore, in the future organized expansion of cultivated land in social ownership, 
primarily by the purchase of land trom elderly owners and by the introduction of 
cultivation to new areas, must be the constant concern and the obligation of socially 
owned land holdings and of the broader social community. 


lable 6 presents methods employed for expanding the cultivated lands of socially 
owned holdings. 


Table 6. Methods for Expanding the Total Cultivated Land in Socially Owned Holdings 
in Yugoslavia 


re ,* As Pr podere ‘ec ; o Zae 
; ; 9— oo i, Vewupno (2 ~ 3) 5 feeup 
' 2 } “ 5 
‘GH 15696 4569 62285 1874 14 
4 136155 14917 151072 114687 
1Oey ‘7599 6766 23156 483'3 
1067 10677 5105 24782 42958 
' 19063 3°94 22257 38306 
071 1978'S 12798 24712 33111 
1Q7% 10887 3:84 14071 37490 
1977 11901 6784 18685 37785 
Key: 
l. year a, total of 2 + 3 


2. purchase 5. leasing 
3. introduc * of new lands into cultivation 


Sources: Stacistical Bulletins Nos 393, 465, 655, 716 and 11:5 
Ihe data in table 6 permit the observation that leasing and purchasing land and in- 


troducing new lands into cultivation have been the most frequent ways for expanding 
the total cultivated land in socially owned holdings. 


The Number of Livestock 


\nimal grazing is a very important branch of agricultural production where noticeable 
results have been achieved. Que to the lack of long-term systemic measures and the 


slowness in adopting such measures, livestock production has constantly fluctuated and 
lags behind crop production. 








lable 7. The Number of Livestock held in Social and Private Holdings in Yugoslavia 
in 1,000 heads 


. 


, Govete } Svinee 4 Ovee 5 Rony 6 divine 
: . — 
» § go w Yaz is Bas we 4’ 18 19 21 
Pigt dpe dgbdg se | 
i | 
1955 5019 120 4890 #4780 $69 4211 #11970 610 11368 1242 62 1180 25450 “975 asars 
1o 2468 6505) «64745)«©66210)0 «68 ⏑ «611449 )~=«=0472 «810977: «81272 «621 «(1251 «(27721 644 26877 
x 5160 479 «44660! 6985 «710 6275 9433 459 6974 1100 12 1087 31428 3178 28251 
1966 5520 421 S089 S118 762 4356 9868 424 9444 113° 11 1120 39685 3780 27905 
1970 596) 347 4616 5544 10840 4504 8974 242 8732 1076 5S 1071 #40854 9911 30942 
1971 5074 954 4720 6562 1073 $489 8703 230 8473 1048 4 1044 44954 9731 35222 
1975 5806 346 S460 6536 1169 5367 8175 225 7950 922 3 919 $4901 15048 39943 
10% 4000 405 4495 6536 1233 5302 763! 22: 7610 664 3 661 $4764 16402 38362 
1978 5475 434 S04! 8452 1445 7007 7514 297 7267 759 3 756 61513 20606 40907 
Key: 
l. year 12. privately owned 
2. cattle 13. total 
1. hogs 14. socially owned 
4. sheep 15. privately owned 
5. horses 16. total 
6. poultry 17. socially owned 
?. total 18. privately owned 
8. socially owned 19. total 
9. privately owned 20. socially owned 
LO. total 21. privately owned 


Ll. socially owned 


Sources: Statistica] Yearbooks of Yugoslavia, 1956-1979 


Table 8. The Number of Livestock Compared to Land Holdings 


— — = 


— 
a Bro) goveda na 1C0 Na obradive povréine 








eeuenc & 8 Gultvenim 5 na individueinrm 
gard ost. ime gerd instvima 
1955 $02 156 525 
19.0 509 490 513 
1965 $00 338 529 
966 54! 298 580 
1970 468 233 $32 
197" 50! 238 546 
1975 580 221 pad 
1976 49! 264 530 
1978 551 274 603 
Key: 
l. year is. total 
number of cattle per 100 ha 4, on socially owned holdings 
of cultivated land 5. on privately owned holdings 


Sources: Statistical Yearbooks of Yugoslavia, 1956-1979 








The data of tables 7 and 8 lead to several conclusions: 


1. The number of Livestock in Yugosluvia has varied considerably in regard to types 
of livestock and of Land holdings. 


2. The number of cattle in the period examined has ranged from 488 to 580 head per 
1,000 hectares of arable land. 


3. The number of cattle on privately owned holdings also varies, but it is relatively 
higher and fluctuates between 513 and 644 head per 1,000 hectares of cultivated land, 


4. The number of Livestock on socially owned holdings varies a great deal fluctuating 
between 156 head per 1,000 ha of cultivated land in 1955, to 490 head in 1960, with 
the number per 1,000 hectares being 221 in 1975. A similar situation is found for 
other types of Livestock. The variations are particularly great for swine, and also 
on socially owned land. The number of horses and sheep has been steadily declining 
on both socially and privately owned land, while the total number of poultry has in- 
creased on both types of holdings. The causes for these fluctuations in livestock 
production should be sought in the destimulative measures of economic policy, in un- 
protitable production, insufficient organization of markets, and insufficient bonds 
between producers of livestock and animal products on the one hand, and processors and 
consumers of animal products on the other. Particular difficulties are to be found 

in the unfavorable relationship between the prices for fodder and for animal products. 


The situation concerning livestock in Vojvodina coincides with that in Yugoslavia 
as a whole (see tables 7, 8, and 9). 


Table 9. The Number of Livestock in Vojvodina in 1,000 heads 


— —— — — - - —— . — — —— — 


] 5—6 ee 1974 1975 1976 1977 1978 


— — — — — — — — — — — — 


2 DRUSTVEN! SEKTOR 


$ Goveda ukupro 171 123 105 78 78 69 
,_ — rave 60 29 28 26 23 23 
5 Sve ukupno 415 453 486 430 426 516 

«rmace 39 39 41 37 39 42 


/ INDIVIDUALNI SEKTOR 





5 Goveda ukupno 305 I 342 307 300 233 
Q— reve 125 132 145 143 128 117 
10 S¥ ne uKupne 1.106 1.657 1.700 1.329 1.627 1.689 
117 ermacte 114 189 206 167 189 182 

Kev 

| sectors 7. the private sector 

2. the social sector 8. total cattle 

j total cattle 2) cows 

4. cows lu. total swine 

5 total swine ll. sows 

. sows 


Sources: Statistical Yearbooks of Vojvodina for the years indicated 





It is interesting to note the greater capacity for adjusting to livestock market 
changes by privately owned holdings both in Yugoslavia and in Vojvodina. 


The Mechanization of Agriculture in Yugoslavia 


In terms of the number of tractors, combines and trucks, the mechanization of Yugoslav 
agriculture has been increasing constantly. 


Table 10. The Mechanization of Yugoslav Agriculture in Major Categories 




















Godine 2 treetors Jitombayn 4 tore ae — 
6 ™ “Sanainervienl? 
1 2 3 ‘4 5 6 

1958 20500 639 1632 — — — 

1964 43264 9488 3149 273 35.25 1755 

1965 50096 10518 3480 — — — 

1966 $1335 11293 3908 — — — 

1968 55192 12526 3987 — — — 

1970 68197 11793 3826 148 51 221 

1974 150000 108613 4624 — — — 

1975. 195125 10915 4110 512 61 495 

1976. 225524 11045 3924 44.1 60 42.1 

1978. 296825 11092 3699 335 61 22 
Key: 
l. year 5. mumber of cultivated hectares per tractor 
2. tractors 6. total 
3. combines 7. on socially owned holdings 
4. trucks 8. on privately owned holdings 


Sources: Statistical Yearbooks of Yugoslavia, 1964-1978, for columns 1, 2, and 3; 
the data in columns 4, 5, and 6 were prepared by the author. 


Analysis of the data in Table 10 shows the rapid growth in the number of tractors 
from 20,500 in 1958 to 296,825 in 1978. This growth in the number of tractors 
(which increased 13 times) resulted from the rapid process of so-called "tractor- 
ization" of privately owned land. The number of tractors on socially owned lands 
grew until 1966, but since then it has shown a tendency to decrease, although the 
number of horsepower per hectare of cultivated land has grown. If the ratio of 
cultivated hectares per tractor is considered, it is seen that in 1964 there were 
ipproximately 273 hectares per tractor in Yugoslavia, with 35.25 ha per tractor 
on socially owned lands and 1,755 ha per tractor on privately owned lands. By 
1978 this situation had changed markedly, so that throughout Yugoslavia there was 
one tractor for every 35 hectares of arable land (about 60 hectares in the social- 
ized sector and about 34 hectares in the private sector). 


The number of combines tended to grow in the period from 1958 to 1968, and there- 
ifter, to decline slightly. 
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The number of trucks, which have the important role of shipping agricultural 
products, increased until 1974, and then stabilized. The status of mechani- 
zation of agriculture in Vojvodina is shown in Table 11. 


Table ll. The Mechanization of Agriculture in Vojvodina in Major Categories 
| Mating | snags 1978 Te) 19 7s 78. err 197% 





— — — Ss = — 


onus rvt stxrron 
9338—ruB = 7) 62 


} Traktor? komada 10712 «10752, 10700) 11036) =— 11211) = 11081 =: 10875 
4 Kombajni komada 5349 5395 $334 5601 5690 5679 $553 
, Kamion! komada 631 670 68. 716 705 — 613 
+ Ukupno KS 

(u 000) ſoro wes 33110 1309 1390 — 
” INDIVIDUALNI SEKTOR 
S Traktori komada 11990 «620819 «=624000 (30815 )3= 39670 8647537) «= 80275 


Y Kombajn: komada 393 97701160228 3637 —s «= 2482") 


— —— — — — 








11 *) lever podec! Pokrajinskog ravode re statietity 
}O°*) U 1978) got u bro) Kombajne isu uretunst! edapteri | beret! kukurure | suncokrete 


Key: 

1. machine and horsepower 7. the private sector 

2. the social sector 8. tractor units 

}. tractor units 9. combine units 

4. combine units 10. 1978 figures do not include adapters, 
5. truck units corn pickers or sunflower pickers 

6. total horsepower in 1,000 ll. Source: Data from the Provincial 


Institute for Statistics 


Table 11 shows that there was a more or less constant number of tractors and combines 
on socially owned land holdings. On privately owned lands, the number of tractors 
increased 4,2 times and the number of combines 6.3 times in the period from 1972 to 
1978. Im 1972, in Vejvodina there were 72.5 hectares of cultivated land per tractor, 
with 55 heetares per tractor on socially owned lands and 88 ha per tractor on private 
lands. In 1978, there were about 2/ hectares per tractor, with about 57 ha per tractor 
on socially owned lands and about 20 ha per tractor on private lands. 


Irrigation and Land Drainage in Agriculture 


There are favorable circumstances for irrigation of cultivated lands in Yugoslavia. 
Thanks to the construction of the Danube-Tisza-Danube canal and the rivers Sava, Tisza, 
| others, it would be possible to irrigate much more land than is presenthy 


Morava and 
under irrigation. That development would certainly have a positive effect on the 


development of agricultural production table 12). 





fable 12. Irrigated Land in Hectares 

















Leen savoonavenie. Peemisiois 
5 6 7 8 rt) 10 1 
Gooine 4 3 - 
| fia thd ba 
1955 97385 95878 1507 97385 78437 2986 157 15896 
1960. 116617 99197 17420 116617 91873 3989 1188 19567 
1965. 118325 87487 30838 118325 94306 10518 1700 11801 
1970 129576 94640 34936 129576 101756 9005 4860 13955 
1975. 139055 69264 43791 133055 101948 11226 9498 10983 
1978."") 144502 99774 44728 144502 106572 12133 16707 9090 
*) lever SG) 1956-1979 
L 2 ™) Prethodn! podect 
Key 
l. method of irrigation 7. total 
2. land type 8. crop lands and gardens 
i. year 9. orchards 
4. total 10. vineyards 
5. surface irrigation ll. meadows and pastures 
6. sprinkler systems 12. preliminary data 


Sources: Statistical Yearbooks of Yugoslavia, 1956-1979 


The total irrigated surface is on the increase. In 1955 only 97,385 hectares 
were irrigated, and of those 95,878 ha (98.5 percent) were done by surface irri- 
gation and only 1,507 ha (1.5 percent) by sprinkler systems. In 1978, the total 
irrigated hectares reached 144,502, of which 99,774 ha or 69 percent were surface 
irrigated and 44,728 ha or 31 percent were under sprinkler systems. In 1955, the 
total 97,385 irrigated hectares included 78,437 ha or 80.5 percent crop lands and 
zardens, 2,896 ha or about 3 percent orchards, 157 or 0.2 percent vineyards, and 
15,895 ha or 16.3 percent meadows and pastures. 


In 1978, of the total 144,502 irrigated hectares, 106,572 ha or 73.7 percent were 
crop lands and gardens, 12,133 ha or 8.4 percent orchards, 16,707 ha or 11.5 per- 
cent vinevards, and 9,090 ha or 6.3 percent were meadows. Comparison of the data 
shows that the share of crop land, gardens, orchards and vineyards increased in 
the irrigation system, while the share of meadows and pastures in the total de- 
clined. Expressed in percentages, in relationship to the total irrigated lands, 
those consisting of crop lands, gardens, and meadows are less than previously, 
while irrigated vinevards and orchards are much better represented in 1978 than 
in 1955. It can be concluded that in Yugoslavia as a whole and in Vojvodina, 

the irrigation of crops is given little attention, with only 1-1.5 percent of crop- 
land being irrigated (compared to 15 percent in Italy, 20 percent in Greece, and 
‘9 percent in Bulgaria). Despite significant capacities, the irrigation system 
and the drainage system (see Tables 13 and 14) in Yugoslavia are insufficiently 
itilized, and use of the drainage system is not used effectively enough. 
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lable 13. Irrigation and Drainage Capacities in Yugoslavia 





P - Ze edvednevense — en — 2 7 — 
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1955 21551 154 217 20873 19 3761 2095 86 1093 
1960 36430 187 352 M271 77 38 7357 4000 334 13007 
1963 42169 209 438 51073 182 53 8546 3278 259 9217 
1965 34899"") 254°") 539°")  $6648°") $22 108 22852 4768 1901 67428 
1970 45726 236 648 66845 671 72 37697 6799 2069 65984 
1975 46160 252 705 53296 766 88 45604 10072 1585 59276 
1977 46948 260 779 58419 989 134 $2523 10350 1599 55132 
1978 45887 268 746 61658 1050 181 $2882 6805 1616 68355 
Key 
l. for drainage 9. capacity in cubic meters/sec 
2. for irrigation 10. installed horsepower 
3. pumping stations ll. number 
4, pumping units 12. capacity in cubic meters/sec 
5. sprinkling units 13. installed horsepower 
6. year 14. canals in km 
?. canals in km 15. number 
8. number 16. capacity 


* Sources: Statistical Yearbooks of Yugoslavia, 1956-1979 
** Data until 1963 include only water management organizations, while those for 
1964 and thereafter also include socially owned agricultural organizations. 


For these reasons, every year there are floods and resultant erosion in river valleys 
and particularly in hilly regions, where erosion brings severe damage to Yugoslav 

, , t 
agricuiture. 


Keeping in mind the available irrigation and drainage capacities and the great losses 
that result from their ineffective and untimely use, it is clear that much more 
attention must be devoted to the utilization of the irrigation and drainage systems. 
in the future, the irrigation system must be used more to cultivate industrial crops, 
vegetables and feed crops. 


The Agricultural Population; Total Employed and Permanently Employed Workers 


In the postwar period there has been both au absolute and a relative decline in the 
rural population of Yugos'avia (from 75 percent in 1946 to 35 percent in 1975). 

this has resulted from the rapid industrialization process and accompanying reduction 
in the agrarian populace of the country. The possibility that a steadily declining 
agricultural population will produce increasing amounts of agricultural products and 
satisfy the needs of a constantly growing population underlines the growth of pro- 
ductivity in Yugoslavia agriculture. 





Table 14. Flood Protection 
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3 Godine 4 pranjeno od popieve 5. popiey|jene 
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1957 1434 963") 2° 110 54 

1961 1649 978 155 62 

1968 1726 1082 $31 333 

1970 2086 1297 396 262 

1972 1973 1395 592 364 

1974 1818 1361 187 112 

1976 2043 1535°") 11 156 100 

1977 1945 1445 118 66 

1978 1992 1426 110 66 
Key: 
l. land in 1,000 ha 9. arable 
2. land ia 1,000 ha 10. »esides land and structures protected 
3. year from floods by dikes, the data also 
4. protected from floods show land and structures protected by 
5 flooded drainage systems. 
6 total ll. Crop lands, orchards and vineyards 
7 arable 
5 total 


Comparison of total employed and permanently employed on socially owned lands in 
Yugoslavia reveals that the number employed grew until 1965, and thereafter de- 
clined. Regarded from the viewpoint of socially owned lands, this phenomenon is 
justified, but from a broader social viewpoint it is not. It is true that the 
development of industry and other economic activities requires that the surplus 
rural population be absorbed in these functions, but until these activities train 
the unemployed to fulfill these tasks, places should be found for the rural unem- 
ployed in agriculture through the intensification of production. 


it is unacceptable that in Yugoslavia, according to statistical data, some 670,000 
hectares of arable land remain unworked. (and empirical data indicate an even 
higher total), there are some 740,000 unemployed, of whom about 430,000 are work- 
ers in the semi-skilled and unskilled categories. The introduction of cultiva- 
tion on these uncultivated lands could contribute to the employment of a definite 
number of the presently unemployed. 


The presence of a hereditary values system in Yugoslavia degrades physical work 

in general and agricultural labor in particular. For that reason the affirmation 
of labor (particularly physical and agricultural work) must be assured a respected 
place on the socioeconomic system, so that it, as a source of income, would 
eliminate all other possibilities from competition and become the main factor in 
social prestige. 


The number of agricultural specialists, veterinarians and economists employed in 
socially owned land holdings has been growing steadily, both in total numbers and 
per 1,000 hectares of cultivated land (see Tables 15 and 16). 
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Table 15. Employees on Socially Owned Lands In Yugoslavia 
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5 ‘Poijoprivredn: strutnjak 6 Exonom sti 
] Codma 2 i j —J 4 3 ae ”% 1 Qu. | —Rx 
3 hh oteth * . trove 
1957 7586 «6162324 §«=6©136943 1765 566687 227 89 1964 
1960 5120 234727 187175 1929 7770 926 139 ©1625 
1965 3559 284435 213028 5325 7685 18605 862 5394 
1970. 1925 200987 131867 7396 8837 2312 1173 «#47688 
1975 2362 206441 140592 8474 10250 2741 1258 8780 
1976 2428 «6199929 «6136447 8748 10340 «8962818 1740 682 
1978 2789 201750 141652 9437 11398 3137 1531 9634 
Key: 
l. year 7. university and specialist training 
2. mumber of socially owned holdings school 
3. total employed 8. high school and lower school training 
4. permanent workers 9. veterinarians 
5. agricultural specialists 10. university and specialist training 
6. economists school 


ll. high school 
Sources: Statistical Yearbooks of Yugoslavia, 1958-1979 


Table 16. Workers on Socialized Farms per 1,000 Hectares of Arable Land 








] Godina 2 Usveno zaposienc } Stairs radmic: 4 Po\)opr: vredni Strucnjac: 
0800..¢ VSS SSS 
= ee — = 
1957. 220 165 2.13 6 
1960. 227 181 18 75 
1965. 201 150 3,7 5,4 
1970. 134 88 49 5.9 
1975 134 91 5.5 6.6 
1978. 127 89 6.0 72 
Key 
l year 4. agricultural specialists 
2. total employees 5. with secondary sci cooling 
3 permanent employees 6. with advanced training 








FOOTNOTES 


lL. Since Vojvodina has especially great production potential, a special survey 
of its agricultural capacities will be given. 


tN 
* 


Total land is taken to mean land surface including land under domestic bodies 
of water. 


3. Agricultural areas shown in Table 1 include farms as well as opstina grazing 
and meadow lands and other land under socialized ownership. 


4. Agricultural lands in Table 3 include lands in agricultural households and 
lands in nonagricultural households. 


5. For more details see Professor Milenkovic's study: ‘Problems of Social 
Insurance for Farm Workers," which is a part of the collective work Basic 
Directions of Development of the Agroindustrial Complex in Vojvodina, Novi 
Sad, 1978, p 312. 


6. Cf. Professor V. Stipetic, "Resources and Measures of Agrarian Policy,” in 
the study DOES HUNGER THREATEN, Zagreb, Globus Publishers, 1976, p 277. 


?. Cf. Professor B. Rajkov, "Labor Productivity,” in the collective work BASIC 
DIRECTIONS IN THE DEVELOPMENT OF THE VOJVODINA AGROINDUSTRIAL COMPLEX, Novi 
Sad, 1978, p 177. 

8. See the study by K. Mihajlovic: "Discussions on Development of the Yugoslav 
Economy," Belgrade, 1977, p 25. 
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YUGOSLAVIA 


EXPORT OF FOOD--PROBLEMS, POSSIBILITIES 


Belgrade GLASNIK POLJOPRIVREDNE PROIZVODNJE, PRERADE I PLASMANA in Serbo-Croatian No 
10, Oct 80 pp 34-37 


[Article by Milenko Nikitovic] 


{Text} Not long ago (and perhaps at an untimely moment) Yugoslavs b gan to state and 
proclaim that "food is our oil,” and to determine to export food, so that in exporting 
they might reach a total income of one or 2 billion dollars. 


However, in order to export, it is necessary to have, and in order to have, it is 
necessary to produce. Considering the present situation, Yugoslavia is not pro- 
ducing enough of certain most important products even for internal needs; rather, 
these products are being imported. That is incontestable. It is logical that export 
plans, whether they include a half, 1 or 2 billion dollars in value, should be based 
on the needs of the country and on its production plans. 


Unfortunately, despite all the proclamations on food exports, the official projection 
for the Yugoslav five-vear plan on the development of the agro-industrial complex 

from 1981 to 1985 does not foresee any significant food exports. On the contrary, 

the "Basic Directions of Development of the Yugoslav Agro-Industrial Complex for the 
period 1981-1985," presented at the Yugoslav conference on food in Belgrade in March, 
expressed more doubt about the possibilities of expanding Yugoslav agricultural ex- 
ports, with the statement “that we should not nurture any unusual expectations recording 
our exports of agricultural and processed food products.” 


Among other things, the projection plans for annual exports in the coming period total- 
ling: 

60,000-70,000 tons of meat; 

0.5 million tons of corn; and 

20,000-25,000 tons of tobacco. 


For the satisfaction of domestic demand, it is estimated that in the coming period the 
following quantities will be needed: 

6 million tons of wheat; 

ll million tons of corn; 

about 1.5 million tons of meat; 

900,000 tons of sugar; 

500,000 tons of fat, etc. 





As an argument for the impossibility of increasing Yugoslavia's agricultural ex- 
ports, the example is cited of the decline tn the volume of exports of the 7 moat 
important products during the pertod 1968-1977. 


lt is understandable that such an evaluation of the possibility of Yugoslav agri- 
cultural exports is not only contrary to the urgent needs of the economy, as well 
as the status of the Yugoslav foreign trade balance and balance of payments, but 
also that it does not correspond to the situation on world food markets. To be 
specific, today Yugoslavia could (theoretically] sell in foreign markets more than 
100,000 tons of meat, several hundred thousand tons of sugar, grain, and other 
commodities. 


Why did Yugoslavia export less in the period 1968-1977? With the exception of the 
crisis from July 1974 until the end of 1975, provoked by the decision in Brussels 
to embargo exports of baby beef from countries that were not members of the EEC, 
for all the years prior to 1974 and after 1975 Yugoslavia exported as much baby 
beef, pork and poultry as it had available for export. There was no grain for 
export until 1977, when 200,000-300,000 tons were exported, only to have to im- 
port corn 6 months later. Throughout the period there was simply no sugar, oil, 
lard or poultry and very little pork, available for export. Yugoslavia exported 
its first tons of sugar in July 1979. On the contrary, imports of these commodi- 
ties (some constantly and others frequently) were regularly necessary. 


The exports of pork are a typical example; they have followed the pattern below in 
the last 7 year (in 1,000 tons): 


1973 1974 1975 1976 1977, 1978 1979 
-- 2 18 5 — 10 — 


It should be stated that pork was actually imported in 1977 and 1979. It is, however, 
certain that Yugoslavia could market 30,000 to 50,000 tons of pork in foreign markets 
annually. 


[t should be pointed out that in 1965 Yugoslavia exported a total of 120,000 tons of 
all types of meat, which at today’s prices would be worth 220 million dollars, or 
60 percent of the total exports of animal products in 1979. 


In 1979 Yugoslavia exported: 


+5,328 tons of yearling beef; 
3,052 tons of lamb; 
203 tons of poultry; aad 
24 tons of pork; totalling 48,507 tons 


That same year imports were: 


f beef; 
s of pork; and 
f poultry; to -alling 51,522 tons 


Thus regarding meat, where Yugoslav exports have always been the greatest, the bal- 
ance in terms of volume varies, or is even a negative one, where for the first time 
since World War II imports of meat surpass exports. 
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Further Soctalization of the Land 


The structure of land ownership and the 82 percent share of the private sector 
in cultivated land has a decisive role in the volume of agricultural production. 
it is certain that every percentage point of increased land in social ownership 
brings greater vields and thereby, greater surpluses for the market. 


Ot the total /.1 million hectares of cultivated crop land, the private sector 
holds 5.78 million hectares, or 81.5 percent, while the social sector has 1.32 
million, or 18.5 percent. it is believed that if the social sector had about 
'00,000 additional hectares, it would be able to solve the problems related to 
supplying the domestic market and food imports. 


Expansion of land in the social sector averaged about 45,000 hectares annually 

until i970. After that there was little change, so that currently the expansion 
does not amount to even 10,000 hectares per year. The reason for this is found 
in the more stringent conditions for financing purchases of private land, while 


economic organizations do not have their own capital available for this purpose. 


there are other problems as weil. One prominent economist in eastern Serbia ex- 
plained the types of ditficulties encountered by his work organization in purchas- 
ing iand. The organization purchased 1,000 hectares of private land, and then had 
to plow, seed and cultivate it. They went to a tractor factory seeking to buy 
Lractors on credit. There they were asked to put up 30 million dinars if they 
hoped ¢t ybtain tractors. Then they went to a chemical fertilizer plant, where 
they were expected to put up 10 million dinars. They received similar requests 
from the sheet metal factory and other suppliers. The economist concluded by 
saving that their bank could not keep up with these investments, because it did 


the resources. 
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fhe plan projection for 1981-1985 anticipates that by 1985, some 150,000 more 
hectares will be socially owned. This increase does not even approximate the 


untry's needs, for it is the social sector that provides market surpluses and 
that s id eliminate imports of food and increase exports. 
t is obvious that the instruments of current policy do not favor land purchases, 
e fact that turther socialization of the land has a pivotal role in 
ig i's future lume of agricultural production and food balance. Increas- 
the maximum limit for land holdings in individual regions of the country can 
tain t ts, but the social sector has the role of revolutionizing 
gri ture, not onl ir lvement of science and the application of modern 


producing the quantities of foodstuffs that are lack- 
both for domestic needs and for export. For these 


ther ilization of the land should be promoted at the most rapid 


irrent regulations must support that process. 











of the construction of the infrastructure, of industrial installations, the growth 
of urban settlements, and the Like. 


this fact must be kept in mind, for crop lands, for example, have decreased by 
nearly 600,000 hectares in the last 20 years. 


Uncultivated Lands 


According to official data, more than 600,000 hectares of crop lands are not 
being cultivated, and about 2 million hectares of pasture that are socially owned 
ire not ineluded in organized production. This fact is certainly the most unfa- 
yorable and most drastic one regarding the agricultural problems mentioned above. 
it is striking that Yugoslavia imports grain, meat, butter and other commodities 
while it has 600,000 hectares of uncultivated land. That is uneconomic land 
management that requires, not as often is said “suitable solutions,” but simply 
that that land be put into service as urgently as possible. In this area the 
cial sector is most called to execute its social role, regardless of whether 

v land is in the private or the social sector. 


Analysis of the data presented force the conclusion that in the past period not 
everything that could have been done was done, particularly regarding the purchase 
{ private land and the cultivation of unused lands. Much depends on these factors 
or supplying domestic markets, eliminating food imports and increasing agricultural 
exports. it cannot be disputed that these are questions that require determination 
policy by Cve highest agencies of the Yugoslav social community, and the passing 
f suitable measures for the entire territory of the country. Associated labor will 
then be obliged to bring such policies to life diligently and comprehensively. 


increasing the Number of Livestock 
when the objective of increasing meat production to 1,550,000 tons in 1985 is pro- 


sed, of which 155,000 tons is to be exported, the first requirement is that the 
livestock, and particularly of cattle, be increased. 


The question of increasing meat production is specifically related to livestock 
‘roduction. Analysts would immediately point out that only 55 percent of the total 
ittle be e full-grown, and the slaughter of calves weighing less than 100 kg ac- 
mts tor 46 percent of the total cattle slaughter; this is unique in Europe. be— 
suse of the slaughter large numbers of calves, the average weight of butchered 
ittle in Yugoslavia does not exceed 1460 kg, while the average for other Luropean 
ies ranges trom 200 to 240 kg. 
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Private sector 


he question is how can the private sector be activated and urged to greater 
production? The problem includes matters of volume, time period and tempo by 


which the private sector can contribute to a significant increase in food 
production. 


With a potential of 9./ million hectares of land, of which 5.8 million are crop lands 
(accounting for 81.5 percent of all crop lands in the country), the private sector 
can make a significant contribution to agricultural production without a doubt. 

that means that ic is necessary to perfect measures and regulations relating to this 
sector with the goal of stimulating individual producers to achieve greater pro- 


duction of those commodities that are in short supply and that are foreseen in the 
social plans. 


Yet planned object i ind proportions in social plans are not transtormed into 
plan obligations fo se responsible for the planning in either the social or the 


private sector. Every plan is good if it is fulfilled, attained and if it contri- 
butes to the increasec material welfare of the society. 


he Agreement on the Bases of the Social Plan for the Development of the Agroindus- 
trial Complex for 19/6-1980 also had very well stated and formulated objectives, 
the plan was ambitious and promised much. The Agreement, however, was only partly 
ichieved. For example, it happened that one socially owned holding with 30,000 
hectares of public land liquidated its livestock as an unprofitable activity, be- 
cause crop cultivation assured definite accumulation of capital and income, while 


} F 


livestock raisine could even result in losses. 


vw sociel sector, howeve:, cannot ignore the needs of the society, and it is obliged 


tc produce the quantities and assortment anticipated by the social plans, always 
for society's needs. Naturally, it is obvious that the society must provide all 
che nditions for the set production levels. In the opposite case, free and ele 


, 


mental laws will rule the market, and some commodities will be in short supply while 
there are surpluses of others. That means that not only the profitable goods must 
be produced, but all the goods the society needs for its nourishment and for export. 
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